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ABSTRACT
This dissertation bridges the fields of international development and urban studies to examine
South Korea's city building and urban development processes, arguing that the interaction
between urban and industrial policies has both followed and produced the country's astonishing
macroeconomic development successes. The study starts by raising the question of how a Third-
World city, Seoul, which served as a minor metropolis in a primarily rural country as late as
1970, rapidly became a modern megalopolis and global front-runner in terms of ambitious and
pioneering urban investments. Although South Korea's successful industrialization could be a
short answer to this question, the capital city's predominant growth becomes rather puzzling
when considering that South Korea, in contrast to the Latin American cases, initially developed
its major industrialization and spatial development policies to support regional development and
decentralization instead of promoting urban concentration in the capital city. To explain this
puzzle, I examine South Korea's key spatial development policies and city building projects over
the course of its economic development trajectories, from the 1960s to the 2000s.
In the process of re-examining South Korea's modern economic development history with an
emphasis on space, I found that the South Korean state worked actively to develop synergies
between spatial and economic development, thus fortifying its role as both an industrial and
urban developmental state. At consecutive stages since the late 1960s, the South Korean state
deployed a disciplinary, forward-looking, set of policies targeted toward creating synergy
between urban investments and macroeconomic priorities, even as it worked hard to
accommodate citizen concerns about consumption, property rights, and democratization. With an
eye to both political stability and economic growth, the South Korean state ended up crafting a
set of spatial policies that ended up produced novel inter- and intra-urban development patterns
that stood in contrast to those pursued in many other countries of the global South. Seoul's
developmental gains, both urban and macroeconomic, are thus explained as an outcome of a
strong state's commitment to connecting spatial and economic priorities, and to its capacity to
guide these synergies over time and across various territorial scales.
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INTRODUCTION
South Korea in the early 1960s was a highly rural and predominantly agricultural economy with
very limited capital, recovering from the Japanese colonization (1910-1945) and the destructive
Korean War (1950-1953). During the colonization, the Japanese built heavy industries
concentrated in North Korea, where most of the natural resources of minerals and power sources
were located, and when the Korean peninsula was divided into the North and the South by the
American and Soviet forces, South Korea was left with mostly agriculture (without chemical
fertilizer) and a few light industries such as wood products, paper, pottery and glass, vegetable
oil, and food processing (Chung, 1964). The civil war then brought the destruction of the few
industries South Korea had (Jones and Sakong, 1980), and by 1960, the country was poorer than
some of the sub-Saharan African countries (Lim, 2011). With 72% of the total South Korean
population living in rural areas in 1960, its economic structure was lopsidedly agricultural
(compared to other countries similar in income and size), and half of its GNP was in agriculture
and mining and only about 10% in manufacturing (Perkins, 1997).
The year 1961 was a turning point for Korea, with the Park Chung Hee military seizure
of power. Under the developmental state, the Korean economy had "miraculous" growth. In
1961, its GNP per capita was $82, which increased to $5,569 in 1990. Much of this is attributed
to the state's impressive Export-Oriented Industrialization (EOI), and is illustrated by the fact
that Korea's exports increased from $53 million in 1961 to $65 billion in 1991, making it the
10th largest exporter in the world. Not only the quantity, but also the components of the Korean
exports changed. In 1961, 86% of exports were in agricultural and natural resources, while in
1991, 92% were in manufacturing, which included electronics, steel products, ships, and
automobiles (Kim, 1997). In 2000 (when its exports increased to $172.3 billion), the top six
export sectors were semiconductors, computers, automobiles, petrochemical products, ships, and
wireless telecommunication equipment, all of which contrasts strikingly to those of 1970: textiles,
plywood, wigs, iron ore, electronics, and fruits and vegetables (Lim, 2011).
As it pursued government-led economic development, South Korea (hereafter "Korea")
also had equally fast-paced urbanization and urban development. In 1960, its urbanization rate
was 28%, and there were only two cities that had over one million population: Seoul (the capital)
with 2.45 million and Pusan with 1.16 million. Thirty years later (1990), the urbanization rate
had jumped to 74.4%, and there were six metropolitan cities that had over one million
population, among which four cities had over two million (Son et al., 2003). Besides the growth
of large metropolises, there were also many new industrial cities that had emerged during
Korea's heavy-chemical industrialization in the 1970s, such as Ulsan (which achieved the rank
of metropolis' in 1997), Pohang, Gumi, and Changwon. Among the growth of the metropolises
and the new cities, Seoul's growth was particularly exceptional, and by 1990, it had 10.6 million,
which was about a quarter of the total national population. Since then, the capital region (which
includes Seoul, its surrounding Gyeonggi province, and the Incheon metropolitan city) has
comprised over 40% of the total Korean population, nearing 50% today.
The growth of Seoul (and the capital region more generally) was impressive not only in
terms of the scale, but also in the types of urban development projects located there. From a
visibly "Third-World" city in the late 1970s, with 40% of housing stock having no bathrooms
and 90% lacking central heating systems (Gelezeau, 2008), Seoul today has urban investments
that make it a leading global city. For example, there is a Digital Media City project in Seoul, the
world's first high-tech complex with mediated streets, bringing together urban development with
1 A metropolis is separately governed at the same level as a province, and must have a population over
one million.
digital technologies and wireless communication. Additionally, the capital region hosts Songdo
international (world's largest) "ubiquitous city," where computers are to be built into streets,
houses, and workplaces. The nearby Incheon International Airport, which was opened in 2001,
has been named since 2005 by the Airports Council International as the top airport in the world
for five consecutive years.
This thesis asks how a Third-World city, like Seoul, which once barely managed to keep
up with population increase and which served as a minor metropolis in a primarily rural and
underdeveloped country, became a global front-runner only about 30 years later, in terms of
ambitious and pioneering urban investments. Further, after reaching a population of 10 million in
1988, the city became by far the most important and largest city in Korea - a rather unexpected
outcome, considering how, throughout its industrialization, the Korean state has continuously
sought after a more balanced regional development and purposefully chose not to privilege Seoul
in the national development plans of the 1960s and 70s that laid the foundation for its economic
successes. Hence, instead of assuming that the urbanization and modernization of Seoul is
merely a byproduct of the nation's stunning economic developmental success, I propose to
explore Seoul's transformation as a result of Korea's overall experience in city building,
distinguished by its strong state's commitment to connecting spatial and economic priorities. I
argue that the Korean state initially underinvested and then ultimately overinvested in the urban
development of Seoul, as its macroeconomic priorities pushed it to make a series of urban
investments that ended up producing a contradictory array of cities and inter- and intra-urban
development patterns during Korea's transition from a highly agrarian country to a country with
one of the most modern and industrialized cities of Asia.
Structure of this dissertation
This dissertation is organized into a first theoretical chapter, four substantive chapters,
and a conclusion. The four chapters, largely in a chronological order, explore the variations in
national patterns of city building - including the specific types of urban investments, their
political and economic purposes, and geographic locations - that made modern Korea urban. In
other words, each of these chapters examines how and why the Korean developmental state built
cities, where, and with what measures. By introducing the importance of key political and
economic transitions, I argue that as the Korean developmental state's economic and political
priorities shifted, it recalibrated its urban priorities, by either developing new cities or
significantly expanding the existing ones, leading to a particular national urbanization model that
combined capital city centralization and decentralization, while also pursuing EOI (export-
oriented industrialization) and democratization.
After the first chapter lays out the theoretical foundations and themes for this dissertation,
Chapter Two begins with the factors promoting urban development in the 1960s and 1970s,
which were involved in bringing Korea from an agricultural to an industrial economy. The
chapter explains why and where Korea needed to build new cities as it explores the authoritarian
developmental state's industrial infrastructure investments, thus accounting for policies that
created new industrial cities against the county's underserved rural background. It also examines
the paradoxical urban development priorities that accompanied state-led EOI (i.e., further
concentration of capital and elites in Seoul despite the rapidly growing industrial cities), and how
urban policies were subsequently re-oriented in order to respond. Although this chapter ends
with more recent city building for industrial development, its main argument is that Korea's
national industrial success in the 1960s, and especially in the 1970s, depended on urbanization
strategies and priorities that the state also promoted to maximize industrial efficiencies.
While Chapter Two focused on the new state-built cities that accompanied state-led
industrialization, Chapter Three examines a key institution for city -building, property markets,
and examines its articulation with urban land use and housing supply for the growing class of
industrial and white-collar workers that emerged in the wake of the country's economic
development "miracles." Contrary to the conventional literatures that criticized the Korean real
estate situations as a state policy failure, I argue that the developmental state should be credited
with both creating and buttressing the property market through disciplinary housing policies.
Instead of considering the real estate boom as an unanticipated and unintended outcome of the
state trying to steer capital to industrialization, this chapter argues that the state, promoting and
supporting industrial activities, had to create the property market, making urban development
itself an economic growth goal. It also reveals the disciplinary strategies employed by the state in
the real estate realm, and how they acted in ways analogous to the state's "disciplinary"
orchestration in the industrial sector (Davis, 2004; Amsden, 1989). In short, by drawing out the
relations and connections between the two realms of industrial and real estate development, it
provides an understanding of why and how the state generated the private sector's extensive
housing investment in Seoul, further establishing the city (with its strong property market) as a
growth center of Korea - and in ways that contradicted other urban policies that had attempted to
control the city's growth and facilitate a more balanced regional development.
Building on Chapter Three's discussion of Korean housing policies and the emphasis on
Seoul, Chapter Four examines Korea's first development of "suburban residential new towns"
(Ilsan and Bundang) on the outskirts of the capital city from 1989 to 1995 and 1996. This chapter
explains how and why, after the establishment of democracy in 1987 and the economic problems
in both the industrial and real estate sectors in the late 1980s, the new democratic developmental
state had to develop the new towns (which further expanded Seoul), and in the process,
subverted some of its disciplinary grasp on the private sector in real estate. The chapter also
describes the state's newfound urban developmental goals in the real estate realm, and explains
why it began to use property development in cities to control or counterbalance the ebbs and
flows of capital in the industrial sector.
Chapter Five introduces more recent iterations of urban development priorities in Korea
by comparing two intra-urban development projects started in 1998, after the political turning
point of decentralization in 1995 and the economic watershed of the Asian Financial Crisis in
1997. The projects, both considered examples of high priority property developments for the
Bundang and Ilsan "new towns," involved plans to build an urban mega-project that included
numerous high-rise mixed-use commercial-residential complexes. These two cases produced
contrasting outcomes, with only Bundang's development achieving its real estate aims and
Ilsan's targeted site remaining vacant. The chapter explores why, and attributes the difference to
the development of the "local developmental state" in Bundang and not in Ilsan, when the
national state was no longer acting as the direct agent of development projects and when the
urban middle class emerged as a new participant in development with democratization. However,
the national state still influenced the developments through its legal measures, and the different
ways the old and new legal institutions overlapped produced different patterns according to the
two cases' local conditions. From these development stories, I find implications for why a "local
developmental state" might emerge more easily in cities like Seoul.
Finally, the concluding chapter returns to the original research question: How did Seoul
and its capital region come to host the concentration of ambitious and leading urban
developments, gaining global attention, despite the country's agricultural past and despite its
major industrialization policies and processes supporting regional decentralization? In explaining
this paradoxical outcome, the conclusion draws out the Korean state's key planning practices,
constantly synergizing between different sectors, that lay behind its economic and urban
development achievements. Overall, this dissertation, by exploring Korean experiences in spatial
policies and developments in its industrialization and macroeconomic development, is expected
to contribute to planning theory and practice in general for other developing countries, beyond
Korea.
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CHAPTER 1. DEVELOPMENTAL STATE AND SPATIAL
DEVELOPMENT
Many scholars have argued that urbanization and economic development are strongly
interrelated, as the urbanization pattern can influence and determine the macroeconomic
development path, and (vice versa), the macroeconomic development shapes urbanization. For
Korea, which had its macroeconomic development dependent strongly on its developmental
state, its urbanization also relied on the state's spatial development strategies (e.g., building new
cities, recasting old cities, and building new cities in old cities), embedded in its macroeconomic
development trajectory. In other words, in both macroeconomic and spatial development, the
role of the developmental state in Korea is significant. Yet the developmental state literatures,
although they explain the state's role in macroeconomic development very well, do not address
the spatial policies that were actively created and used by the state in its developmental aims in
Korea. Without the developmental state, it would be rather difficult to explain the Korean
experiences of spatial development, which reveal a different model from other developing
countries.
1.1 Over-urbanization versus under-urbanization
How was Korea different in its spatial development patterns? Korea did not follow the model of
urbanization in the global South - a model mostly based on the Latin American countries. While
the latter were known for over-urbanization, the Korean case demonstrated the state's continuous
efforts to maintain relatively low urbanization during the country's industrialization from its
initially rural background. In fact, cities have been studied in the framework of over- and under-
urbanization in the following three stages: in the 1960s and 70s, the urban system of developing
countries; in the 1980s, centralization and decentralization urban systems; and in the 1990s,
global cities.
Urbanization in the global South: patterns of over-urbanization
Developing countries often manifest primacy - one or a few very dominating large cities,
which are usually their capital cities, and over-urbanization (excessive urbanization in relation to
employment growth) (Friedmann, 1973). Unbalanced urban systems, lack of manufacturing jobs
in cities compared to their population size, increasing urban informal sectors in cities, and the
lack of urban-rural connections are typical problems of developing countries' urbanization
(Timberlake, 1987; Davis, 2004, McGee, 1971).
This urbanization pattern of the developing countries' cities is often traceable to its
colonial past. During colonization, the core sought to exploit peripheral countries, developing
primate colonial cities. These cities had foreign investments in their urbanization process, and
became the center of "modern" infrastructure and functions within the periphery. They were the
platforms for the First World to extract and drain resources, and to control the Third World
markets (Abu-Lughod and Hay, 1977). Therefore, many Latin American and African primate
cities were more closely linked to the motherland metropolis in Europe than to their own
hinterlands, creating "internal disintegration and external integration" (Slater, 1977).
Dependency theorists, emphasizing this larger economic structure of colonization, argued that
the limited economic and political objectives of colonial control distorted urban labor markets
and impeded comprehensive economic development (Timberlake and Kentor, 1983; Smith,
1996). In other words, the "modernization" process of urban expansion as a part of a natural
transition from a traditional agrarian society to a modem industrial nation was lacking in the
"dependent" Third World (Bradshaw, 1987).
As colonial cities gained independence around the world, they manifested the
continuation of the unbalanced colonial structures (Chakravorty, 2000; Roberts, 1977; Slater,
1977). As nationalist governments took over the command function, they often relied on the
existing colonial infrastructures that were built to extract resources from the hinterland to the
colonial city. With the lack of infrastructure linking between hinterlands, the peripheral economy
could not develop easily. And with already concentrated resources and population, these few
capital cities became the central political platform, where various urban-based groups, such as
industrialists, small-scale capitalists, and urban workers pressured the national state to make
urban-biased policies, such as populist economic development policies (Friedman, 1973).
Hence, especially for Latin America, industrialization took the form of the urbanization-
led ISI (Import Substitution Industrialization), which protected national industrial capitalists
from foreign investment, and maintained good wages for domestic workers, as they did not have
to compete in the foreign market and were the potential consumers of the goods produced. The
ISI, pushed by populist military regimes and politically supported by urban-based cross-class
alliances, thus led to the concentration of manufacturing facilities in the capital city, where the
urban workers and middle class were located (Roberts, 1978; Davis, 2004). In this "urban bias"
(Lipton, 1977), the national state focused its economic and social investments on the key urban
centers and left the countryside out of the state's agenda, which caused even further push (by
impoverishing the agricultural sector in favor of urban economies) and pull (by increasing the
perceived quality of life in cities) of rural peasants to the city (Bradshaw, 1987). But the rural-
urban migration beyond the economic and infrastructure capacity of the primate city exacerbated
urban problems, such as marginalization and informal settlements (Cornelius, 1973; Germani,
1980). The tensions then arising from the urban conditions led to social movements and
populism (Castells, 1983), further influencing the national politics and policies (Davis, 1994). In
short, there emerged a vicious cycle, where the locational aspect of the state's macroeconomic
development strategy that had been determined by the urbanization pattern of primacy, looped
back negatively to enhance the primacy and aggravated its urban problems, which further
triggered the state to sustain the populist policies of the urbanization-led ISI.
In contrast to this model of urban bias, primacy, and the dominance of ISI, the Korean
military government that came to power in 1961 privileged its rural base and pursued EOI
(Export-Oriented Industrialization). This striking difference could be explained largely by the
following two reasons. First, unlike early and long colonization periods of Latin American and
African countries, South Korea has been quite recently colonized for a comparatively short time
from 1910 to 1945. Further, as opposed to Latin American and African countries, South Korea
was not a natural resource-abundant country, and the labor-intensive rice crop (requiring many
peasants to work in the fields) was the main resource Japan could extract from South Korea.
Therefore, although port cities such as Pusan (to ship resources to and from Japan) and Seoul (to
politically control the country) developed more than other regions during the colonization, most
South Koreans remained in rural areas (Kwon et al., 1975; Kim, 2001).
Second, after regaining independence, the Korean government had a very successful
land reform (Amsden, 2001), facilitated by the many holdings belonging to Japanese who fled
the country in 1945, and the government's fear of communist propaganda promoting battles over
rural exploitation (Hamilton, 1986). The success of land reform created numerous small-scale
family farmers, and a large proportion of the population became rural middle class, which came
to be the main constituents of the new military government. Having the rural middle class as its
main social and political base, the military state was able to "discipline" urban constituents, such
as capitalists and labor, and to pursue EOI, taking advantage of the globally expanding economy
after World War II (Davis, 2004). Unlike Latin American post-colonial cities, Korea's
trajectories of urbanization and economic development sought for more balanced spatial
development and economic global integration, which ironically stemmed from the fact that
Korea was "even more backward" at the time than the Latin American countries, which had
political and economic power already biased towards cities (Davis, 2004).
Still, this history makes the question of Seoul's increasing primacy in Korea even more
significant. Given this development history, why did the state reverse itself and eventually cause
Seoul to outstrip the countryside and other industrial cities, following its national
macroeconomic development? It may at first seem contradictory that Korea's economic success
and its emphasis on rural-urban linkages and balanced regional development throughout its
industrialization perversely resulted in the urban system resembling the Third World primacy,
long linked negatively to national development (Berry, 1961). But it should be noted that Seoul
as the primate city of Korea today is far from exhibiting the urban characteristics and problems
of the Third-World over-urbanized cities, such as informal sectors, informal settlements,
marginality, and overall urban poverty. In fact, Seoul and its recent urban investments rather
resemble a "global city," and have been studied as such (Lo and Yeung, 1998; Hill and Kim,
2000; Short and Kim, 1999). One reason for this has to do with the government's urban
decentralization policies.
Centralized versus decentralized urban systems
Decentralization first gained scholarly attention with its economic rationale of allocative
efficiency (Tiebout 1956; Oates, 1972). Since then, from the 1980s, international donors (e.g.,
the World Bank) and central governments have prescribed decentralization policies to the global
South, in order to bring more democratic and effective local-centered governance, and thus also
bringing implications for more decentralized development against their over-urbanized capital
cities.
One of the key rationales that was used to bring decentralization to the often authoritarian
and centralized developing countries was that it nurtured democratic values, developed a more
transparent, responsive, representative, and accountable state, and promoted an inclusive
planning process. The implication seems to be that such democratic, decentralized governance
could result in more decentralized urban development against the prior centralized focus on the
capital cities. By conflating administrative and political decentralization, the "democratic
decentralization" emphasized the decision-making process by democratically elected bodies that
were downwardly accountable (Diamond, 1999; Manor, 1999). Here, the assumption was that
although decentralization itself did not automatically result in democratization (Crook and
Manor, 1998), the devolution of power to lower levels of government nurtured certain
democratic values, leading to better governance.
However, critiques have argued that decentralization easily empowered local enclaves,
often enforcing "decentralized urban authoritarianism" (Siddique, 1997; Hutchcroft, 2001;
Mohan and Stokke, 2000). It was thus dangerous to assume that local scale was inherently more
democratic (which Prucell (2006) termed the "local trap"), and some studies argued that certain
measures of centralization to oversee and support local authorities could be necessary to improve
democratic potential (Hutchcroft, 2001; Miraftab, 2008). Others have extended their criticisms
further, and have questioned whether democratic process always led to desirable development
outcomes (Purcell, 2006) and, vice versa, whether undemocratically executed projects were
always undesirable (Beard et al., 2008).
The Korean experience fits well with the latter criticisms on decentralization and
development. Although the country only started to decentralize in 1995, its development had
been spatially decentralized in the 1960s and 1970s, when the centralized authoritarian state was
focused on building industrial clusters in non-capital rural regions, developing their regional (as
well as national) economies during its most rapid industrialization process. At that time, it also
developed urban policies that attempted to limit the growth of Seoul. In other words, long before
the decentralization movements, Korea had already been promoting decentralized urban systems
under the centralized government. It was not democracy or the administrative and political
decentralization that brought the decentralized, more balanced spatial development in Korea, but
the national state that had its political base in rural areas and its primary goal in successful
national economic development. This different historical pattern of spatial development from
other developing countries of more centralized urban systems laid the path for Korea's global
city building, as by the time global cities began to be observed in the 1980s and 90s, Seoul had
already deindustrialized and modernized under the decentralized urban system, ready to act as
the gateway to the global economy, buttressed by its successful macroeconomic development.
The global city
The global economy influenced cities long before the 1980s and 90s, when the world-
system perspective gained new attention among scholars (Davis, 2005). However, what has been
noticeably unique in more contemporary globalization has been the rapid movement of capital
across the globe due to technological developments, saturated markets, and increased
competition of current capitalism, leading to the increased importance of the control capability of
cities amid the international geographical dispersion of capital. The "world city hypothesis"
(Friedmann, 1986; Friedmann and Wolff, 1982) put on the map certain key cities that were
closely tied to the changing organization of the global economy (i.e., the new spatial
international division of labor), and acted as "basing points" of the globally flowing capital.
These cities are unhooked from the national state, and their futures are decided by forces over
which they have little control, yet which are often influenced by their historical factors of
imperialism (King, 1990). Sassen (1991) specifically brought focused attention to the advanced
capitalist core metropolitan cities of New York, London, and Tokyo, which became the main
centers of financial and producer services - what transnational firms depended on to control their
activities around the globe. Although these new perspectives did not fail to comment on the
problems of the global cities' socio-economic polarization (Fainstein, 2001; Sassen, 1998), they
turned around the whole connotation of big and dominating cities and their relationship to the
economy. According to Davis (2005, p. 99), "what we now call global cities are much less likely
to be seen as fetters on the national development of their host countries, as in the past, and more
likely to be conceptualized as the mechanisms through which global economic integration takes
root and greater prosperity is achieved."
Seoul's visibly growing dominance in Korea can be understood as its becoming a global
city, amid Korea's successful development of vibrant EOI and its elevated economic status.
Further, unlike imperialism, the contemporary globalization includes multi-directional capital
flows among more diverse countries participating in the global economy, which Castells (1998)
described as the "space of flows" in the triad of European, North American, and East Asian
powers. Although Korea had been the "periphery" during the imperialist era and thus lacks a
historical foundation for being a global center, it has been actively integrated in the global
economy since its EOI, and its overall macroeconomic development success has contributed to
making its capital city, Seoul, one of the principal "global" urban nodes of East Asia.
Nevertheless, while global cities are said to converge in their economic and social
structure and spatial organization, Seoul manifests some differences from them, as the city
differed in how it reached its status (i.e., under the developmental state). Hill and Kim (2000)
listed a number of Seoul's characteristics diverging from the world city theory, including its
economic base primarily comprising Korean TNCs of manufacturing (not foreign financial or
producer service firms), little foreign migration, relatively low income disparities among families
within Seoul. Together with Tokyo, they argued that Seoul was unique from other global cities
developed around the market liberalism ideology, as the two countries had historically developed
under a different political economy. Accordingly, in order to understand Seoul's urban
development dynamics today, we need to further explore Korea's past economic and urban
development processes, which cannot be separated from its developmental state.
1.2 The developmental state in Korea
A developmental state, by simple definition, sets economic development as the foremost
state goal, and has the autonomy and capacity to enforce its economic policies (Johnson, 1982;
Rueschemeyer and Evans, 1985). The high economic growth of the East Asian economies,
especially that of Korea, has been attributed to the developmental state (Johnson, 1981; Alam,
1989; Evans, 1989; Amsden, 1989; Deyo, 1987; Onis, 1991; Chibber, 1999).2 One of my main
arguments in this dissertation is that in Korea, the developmental state not only fostered EOI, it
also built (new) cities because they were themselves fundamental to the nation's larger economic
and political priorities. Korea's urban landscape and development patterns, which have been
mostly newly determined since its industrialization, cannot be interpreted separately from the
country's economic policies, and both were guided by Korea's developmental state.
The developmental state and export-oriented industrialization (EOI)
Among countries that scholars identify as developmental states, Korea stands out for its
successful EOL. Its impressive economic development began in 1961, when the Park Chung Hee
military regime came to power, and drove for the national economic development as its main
policy goal. The Korean developmental state, achieving its development goals through industrial
production (EOI) with its effective disciplining of capitalists and labor, has been much studied
by scholars. 3 To summarize, the general idea of the Korean developmental state literature has
been that the state had bureaucratic autonomy, which allowed it to "orchestrate" economic
development, forming a developmentalist coalition with chaebols (large business conglomerates)
under a coherent corporate goal of development.
2 Before the state-centered (developmental state) studies that became prevalent in the late 1980s and
1990s, there were also the market-centered studies (focused on the neoclassical economics) that attributed
the East Asian development success to the principles of the market, with the state playing a conciliatory
role (Jones and Sakong, 1980; Mason et al., 1980). These works underplayed the state's independent and
leading role in economic development, and in this dissertation, I assume the developmental state to be the
cause of Korea's economic development success.
3 To name a few among many, see Amsden (1989) for the details on how the state guided and disciplined
firms during its industrialization; Haggard and Moon (1993) for state-capital relationships, which Kim
(1997) extended to describe its shifting dynamics; Evans (1989) on embedded autonomy; Woo (1991) on
the historical foundations of the financial institutions in bringing economic development in Korea; and
Davis (2004) for the historical and middle-class origins of the successful Korean developmental state.
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In particular, Korea's impressive heavy-chemical industrialization in the 1970s was
considered the epitome of developmental state action, as the strong state successfully executed
development plans, closely cooperating with and disciplining the chaebols (Amsden, 1989; Kim,
1997; Evans, 1989; Haggard and Moon, 1993). Relatively insulated from political interests (i.e.,
labor, landlords, and capitalists), the autonomous bureaucratic state could focus on the overall
national development goal, and formulate close public-private cooperation, without the
relationship degenerating into pursuing private interests (Onis, 1991).4 As a strong state with a
weak society, the developmental state disciplined labor and capital, in order to create competitive
advantage in the global market place, against its structural obstacles such as very much destroyed
economy and competition from MNCs. Controlling capital (amid Korea's capital scarcity at the
time), the developmental state used subsidies (low-interest policy loans) and disciplinary
measures (stringent performance criteria conditions) to make private firms conform to its policies,
delivering outcomes that otherwise would not have been achievable under the free market system.
In the process, chaebols grew, accomplishing the specific projects and following the
industrialization path engineered by the state elites (Amsden, 1989).
Evans (1995) further elaborated this process of the developmental state's intervention in
the market with "embedded autonomy." His argument was that in order for a developmental state
to successfully achieve its goals, it needed to have both autonomy (coming from well-established
bureaucratic institutions) and embeddedness (social ties that allow state elites to negotiate and
implement policies and goals). The idea here is that with embedded autonomy, a developmental
state is not isolated from the society, and can provide appropriate incentives and disciplinary
4 Korea was also relatively insulated from the world outside the country. Cummings (1987) added that
Korea's international geopolitical conditions allowed Korea to have some autonomy to pursue
domestically driven economic development plans, rather than accommodating the interests of MNCs.
measures to private firms, helping them to become competitive in the market. In this case of
embedded autonomy (where the Korean industrialization fits in), the state guides and regulates
the business actors towards national economic goals (without falling into corruption or rent-
seeking behavior), and yet does not become a producer itself, which would have been the case of
autonomy lacking embeddedness.
Most studies of how the developmentally driven state worked with the chaebols have
failed to explain how the state was able to become developmental in the first place. Although
chaebols were one of the key visible participants in Korea's economic development, Lie (1991)
and Davis (2004) questioned the focus on the class of chaebols in theorizing the economic
development of Korea, suggesting that the chaebols could be more of a product of the state's
successful economic development policy, than the source. Looking further back historically prior
to the 1970s industrialization, Davis (2004) argued that it was the rural middle class, comprising
the majority of the Korean society at the time, which provided the principal source of political
support and legitimacy to the developmental state, allowing it to be autonomous (from labor and
capitalists) to pursue national development goals. Hence, while the state-chaebol cooperation
was the state's main strategy of economic development, the political foundation of the rural
middle class was what had initially driven and enabled the state's developmental objectives. 5
The importance of this approach is that it introduces space into the study of economic
development successes, and links the developmental state theory to the urbanization literature
discussed in the previous section. Most of the other developmental state literature solely focused
on the non-spatial macroeconomic policies (e.g., subsidies, setting specific target goals, and
getting prices "wrong"), leaving out the story of urbanization and city building that accompanied
s This argument fits well into Leftwich (1995)'s summary of a developmental state: a state that has
politically driven developmental objectives, and developmentally driven state strategies.
the developmental state's economic development in Korea. But by so doing, they were not able
to account for the unusual and striking patterns of "under-urbanization" that accompanied the
economic development miracle. Likewise, without an emphasis on space or territory, these
writings can only take us so far in understanding Korea's large economic development successes,
both in early stages of EOI and now.
The developmental state and city building in Korea: an unexplored synergy
The existing developmental state literatures have mainly considered economic
development as being achieved through industrial development. However, the same state that
promoted EOI also had to maintain control of urban and spatial policies, because the latter
helped to achieve efficiency in the industrial production by providing its inputs of land, labor,
and capital. Especially, given Korea's limited capital and infrastructure and its largely rural
background, the state was required to make active spatial policies and development, in addition
to its macroeconomic policies, during the rapid state-led industrialization. In other words,
Korea's EOI had to be, and was, matched by the state's spatial policies to obtain a successful
outcome. Further, building and developing the cities in the face of Korea's largely rural and
underdeveloped context was both motivated and made possible by the successful EOI and
overall economic growth. And this development and modernization of cities also contributed to
Korea's economic development. All in all, a synergy between the EOI and spatial policies
appears to have existed strongly throughout Korea's recent development history of
industrialization and modernization.
The diagram below includes the Korean developmental state's role in spatial
development and policies (e.g., new city building, recasting old cities, and building new cities
(towns) in old cities) in its path to economic growth. Existing developmental state studies have
focused only on the upper half of the diagram (in black), where the Korean developmental state
pushed EOI, achieving its economic development goal. However, the developmental state also
made urban investments and policies that either helped EOI, or created property markets,
ultimately leading to Korea's economic development (in red). In other words, the bottom half of
the diagram was also very much existent (interacting with the other half), and in fact, became
increasingly prevalent over the course of national development in Korea. This dissertation, by
focusing on the Korean developmental state's important spatial development and policies, and
also on how they related to the industrial and macroeconomic development, aims to bring
development and urban studies together for a more comprehensive understanding of the Korean
experience of development.
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All this underscores the fact that the concentration of urban investments and the growth
of Seoul and its surrounding capital region in Korea today do not appear to be sufficiently
explained by the iterations of the urbanization model in the global South, or the more recent
global city paradigm alone. The Korean past experience of urbanization and industrialization
digressed especially significantly from the global South model, which described how primacy
led to ISI, leading to further urban problems. Instead, Korea had comparatively more regionally
balanced urban system and EOI led by the developmental state. Its EOI and the national
economic gains were, in fact, so impressive because they were also matched by spatial policies,
albeit ones that came through "learning" and muddling through. Despite the important
connections between state-led industrialization and spatial development, the developmental state
literature has largely neglected the latter. Hence, to the developmental state framework, this
dissertation newly introduces the state's role, in addition to its EOI, as active promoter of spatial
development and maker of urban investments and policies.
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CHATER 2. THE STORY OF URBANIZATION IN DIFFERENT STAGES
OF NATIONAL ECONOMIC DEVELOPMENT
Ever since Johnson (1982) introduced the concept of "developmental state," Korea's successful
state-led economic development has been studied extensively as an exemplary case. To explain
Korea's tremendous and relatively rapid economic successes in a very short time (with GNP per
capita growing annually 7.1 % between 1965 and 1990), many scholars (e.g., Amsden, 1989;
Evans, 1987; Koo, 1987; Woo, 1991; and Kim, 1997) have argued that a developmental state
made possible the trajectories of national economic development. Yet by and large, despite their
emphasis on state policies, most scholars have ignored the spatial and territorial dimensions of
the Korea's economic development successes, except for Davis (2004), who explored rural -
urban dynamics in the process of Korea's industrialization.
This chapter attempts to remedy this gap in the literature. It shows how and why
Korea, which had originally been a predominantly agricultural country, built its "economic
miracle" not just via industrialization but also through equally notable patterns of urbanization
and city building. In order to achieve fast-paced industrialization when Korea was mostly rural
with inadequate industrial infrastructure, 6 the developmental state guided and led many urban
development projects such as new towns, influencing the urbanization process. In the upcoming
pages we explore the urban dynamics that accompanied industrialization, and the shifts in their
general tendency at different stages of economic development. The chapter begins with a review
of Korea's developmental state and its spatial and territorial patterns, particularly attending to the
6 After Japanese colonization (1910-1945) the Korean peninsula was divided into the North (part of the
Soviet bloc) and the South (under American influence). North Korea had most of the natural resources of
minerals and power sources, based on which the Japanese had developed heavy and mining industries. In
South Korea, its economy comprised mostly agriculture (without chemical fertilizer) and a few light
industries such as wood products, textile, and food processing. The Korean War (1950-1953) brought
further widespread destruction, leaving few productive facilities (Mason et al., 1980; Kim, 1997).
rural-urban nexus. It also examines the size and scope of spatial and territorial patterns (section
1.1), and where (section 1.2) and what types of cities were developed (section 1.3).
2.1 The Role of the Developmental State in Economic Development
Coming to power through a military coup in 1961, Park Chung Hee was quick to seize the reins
of Korea's economy and change economic policies and strategies across the board. In the same
year, he established the Economic Planning Board (EPB) 7 to create and implement a series of
comprehensive Five-Year Economic Development Plans (FYEDP), which set specific growth
targets and development stages. In 1962, the EPB announced the First FYEDP, launching a
"guided capitalism"8 and shifting the economic strategy from ISI to EOI (Kim, 1997). Also in
1962, representing Park's initial focus on industries to augment rural agricultural production
amid Korea's largely agricultural and backward economy, Korea's very first state designation of
a "special industrial area" took place on the remote agricultural lands of the southeastern coastal
town of Ulsan for industrial plants for oil refining and producing chemical fertilizer (Yu, 1998).
Whereas the overurbanization of the capital city was often observed with the industrialization in
the Third World, Park's industrial development of both the EOI (with overseas consumers) and
his initial emphasis on the rural agriculture appear to suggest room for a different urbanization
pattern, the one that includes the urbanization of the countryside.
7The EPB thus had a consolidated power over budgetary, regulatory, statistical, and planning functions;
and headed by the deputy prime minister, it presided over all other ministries (Kim, 1997; Chung and
Kirkby, 2002).
8 In "guided capitalism," the state observes freedom of private entrepreneurship, but directly (or
indirectly) participates in guiding selected industries and other important sectors (Kim, 1997).
The developmental state at its earlier stage
Park's military regime was established in the background of economic hardship, which
had remained largely unimproved by Rhee Syngman (1948-1960)'s Seoul-based ISI plundering
the surpluses that came in the form of U.S. aid9 rather than creating new wealth (Amsden,
1989).10 Considering that 72% of the Korean population lived in the rural areas in 1960,
benefiting little from the aid that had been used by the corrupt rent-seeking government officials
and businesses, it is not surprising that a huge popular demand for economic growth existed at
the time (Haggard et al., 1991; Cole and Lyman, 1971). Park readily seized the opportunity to
lead a coup, and politically legitimized it by promising economic prosperity and claiming that
the military (with its hierarchical structure and control) was the only organization capable of
eliminating Korea's poverty and corruption (Kim, 1997).
Further, in terms of spatial organization, Korea in 1960 did not manifest primacy, and its
population was spread out more evenly compared to Latin American cases. Among the total
national population of 24.989 million, the urban residents comprised only 6.996 million, most of
9 After the Korean War ended in 1953, the U.S., concerned with the stabilization of South Korea vis a vis
the communist North, provided an average of $270 million aid per year (excluding military spending)
between 1953 and 1961 (Amsden, 1989). During these years, the Korean economy depended heavily on
foreign aid, which financed over 70% of total imports and 75% of total fixed capital formation (Frank et
al., 1975).
10 Under the Rhee regime, imports were severely restricted by the state, and selected firms were given
import licenses and aid entitlements in exchange for political campaign contributions. These firms
benefited heavily by participating in commercial activities of importing goods and producing import
substitution (mostly basic consumer) goods, giving the effect of rising economic growth indicators.
However, the aid from the U.S. began to dwindle in the late 1950s, and so did the growth rate. Until 1958,
GNP increased on yearly average of 5.7%, but in 1960, it merely increased 2.5%. Further, the U.S.
announced its plan to end its war reconstruction aid in the early 1960s, jeopardizing Rhee's crony
capitalism that relied on the continued injection of the foreign aid (Mason et al., 1980). Amid high
unemployment and inflation, and dim economic prospects, there emerged strong civil resentment against
the corrupt Rhee regime. In Aril 1960, the rigged Presidential election led to student riots demanding
"democracy in politics and prosperity in economy," which brought the Rhee regime's demise (Kim,
1997). Afterwards, Chang Myon (1960-1961) briefly led a democratic government, but was unable to
quickly quell the social unrest and rouse the paralyzed economy (Haggard et al., 1991).
which (5.296 million) were distributed among the six largest cities. Although Seoul had the
biggest share of 2.445 million, it was far from being significant enough to dominate the national
politics (see Map 2.1.1). In the circumstances of 1) a society primarily composed of small-scale
family farmers, 2) poorly organized urban workers and industrial capitalists, and 3) Park himself
coming from a poor farmer's family, and his military leaders also based in the rural class with
little connection to urban constituencies of Seoul, Park's regime had autonomy and was able to
pursue its own visionary economic goals.
Map 2.1.1: Korea's six largest cities and their populations in 1960
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This vision, according to Davis (2004), stemmed from Park's political support from and
orientation toward the rural middle class. Given the lack of primacy, Park could seek after a
balanced prosperity between rural and urban development, through an emphasis on production
rather than consumption. Hence, instead of ISI, which required the increasing of urban labor
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wages for the consumption of the goods produced, EOI, which could leverage Korea's low-cost
labor and bring in foreign exchange that could be used at the state's own discretion, " was
pushed forward. At the same time, Park also encouraged industrialization related to the rural
development objectives, such as those in chemical fertilizer, farm machinery, and energy (Davis,
2004). This explains the remote and countryside location of the first industrial estate of Ulsan
(see Map 2.1.1), which had the importance of symbolizing the start of the Park regime's planned
economic development (Choe and Song, 1984), receiving 10.7% of total national investment in
Korea between 1962 and 1966 (Kyungsang lbo, March 19, 2001).
If the inspiration from the rural middle class had led to the Park regime's early rural
development agendas (Davis, 2004), the path to the state-led industrialization was instrumentally
made possible with the regime's monopolizing the financial system (Woo, 1991). As the military
government came to power in 1961, it confiscated big private companies' holdings in banks,
controlling up to 90% of the finance market in Korea (Lim, 2005). In terms of acquiring foreign
capital, rather than FDI (foreign direct investment), the government sought foreign loans,12
whose distribution it would manage. The control over domestic and foreign capital enabled the
government to use various measures and policies as "carrots and sticks" to guide private
businesses' behaviors to conform to its economic development plans and goals (Amsden, 1989).
11 While Davis (2004) argues that the foreign exchange earning was sought after because it could be
channeled to domestic rural development, Hamilton (1986) argues that it was for the deepening of
domestic industrialization and thus to reduce manufactured inputs. Either way, earning foreign exchange
through EOI implied the availability of foreign currency, which the state could use for economic
development at its own discretion. There are also literatures (Lim, 1985; Koo, 1987) that attribute Korea's
EOI to the international pressures to improve its balance of payments amid the globalizing production
systems at the time.
12 Foreign loan capital comprised 96% of all foreign capital (public and commercial) investment in Korea
between 1962 and 1971 (Kim, 1997).
Following the developmental state's EOI mandate, the disciplined private sector brought
impressive growth of labor-intensive light industries in Korea. Exports increased from $55
million in 1962 to $1.07 billion in 1971, of which the share of manufacturing goods increased
from 27% to 86%. However, the predominance of light industry 13 in the Korean economy also
resulted in the increase of imports of necessary intermediate goods and raw materials for its
production. Consequently, Korea's imports grew from $422 million to $2.39 billion in 9 years,
contributing to a huge trade deficit (Chung and Kirkby, 2002; Lim, 2005).
Table 2.1.1 Economic indicators of the years 1962 and 1971
Indicator 1962 1971
Per capita GNP (US$) 87 288
Exports (US$ million) 55 1,068
Imports (US$ million) 422 2,394
Trade deficit (US$ million) -367 -1,326
Source: Modified from Chung and Kirkby, 2002
The deepening trade deficit and heavy reliance on the American and Japanese markets
and credits for the export-oriented light industrial growth led to a new dynamic of Korea's
"dependency" on the two foreign countries. When the two core countries faced recession in
1971, Korea's growth rate fell from 9.8% to 7.3% and its balance of payments worsened
(Cummings, 1988). Further, in contrast to the astonishing growth of industrial exports, rural
agricultural development was much slower to progress. Failing to meet Park's expectations and
those of his rural political base, the agricultural output grew at an annual average rate of 5.3%
(compared to 7.8% overall growth) in 1962-1966, and it dropped to 2.5% (against 10.5% overall
growth) in 1967-1971 (Boyer and Ahn, 1991). These two conditions led to Park only narrowly
winning the general election of 1971, strongly challenged by Kim Dae Jung - who had a political
13 Although the location of these industries will be addressed in more detail in the next section, in 1970,
34% of total manufacturing employment was located in Seoul and 16% in Pusan (Park, 1986). This
amounts to half of the total national manufacturing employment being located in the two largest cities.
platform of criticizing the newly developing dependency of the Korean economy under Park's
regime (Cummings, 1988). Table 2.1.2 illustrates how (to Park's surprise) there were not huge
differences in votes between himself and Kim in the rural economy-based provinces (i.e.,
Gyeonggi, Chungchong, and Cholla). In fact, coupled with the fact that Cholla was the political
base of Kim Dae Jung, Park lost huge votes in the North and South Cholla provinces. Seoul also
favored Kim, confirming the capital city's earlier lack of support for Park's regime. Park Chung
Hee only managed to win narrowly due to the considerable support from Kyongsang provinces,
where he and his military officials were from. (The state later endowed these Kyongsang
provinces with investments during its heavy-chemical industrialization.) There were rumors of
extensive vote buying on Park's side during the election, and his winning of a mere 51% of the
vote (while Kim Dae Jung earned 44%) startled Park, leading him to seek ways to secure his
political power (Kim, 1997). 14
Table 2.1.2: The 1971 election result between Park Chung Hee and Kim Dae Jung
Metropolises/ Seoul Pusan Gyeonggi Kangwon North South
Provinces Chungchong Chungchong
Park Chung Hee 805,772 385,999 687,985 502,722 312,744 556,632
Kim Dae Jung 1,198,018 302,452 696,582 325,556 222,106 461,978
Metropolises/ North South North South Jeju
Provinces Cholla Cholla Kyongsang Kyongsang
Park Chung Hee 308,850 479,737 1,333,051 891,119 78,217
Kim Dae Jung 535,519 874,974 411,116 310,595 57,004
Source: National lecuon Conussion
14Besides the domestic political pressures, by the late 1960s, the international geopolitical climate was
changing, and so was the American stance on Asia. In 1969, President Nixon announced the Guam
Doctrine with a statement that the U.S. would no longer be militarily involved in Asian countries, unless
there was threat of a nuclear weapon use. Further, both Japan and the U.S. began to conciliate with China,
the strong allies of North Korea, and between 1970 and 1971, the U.S. partially withdrew its troops from
South Korea. The military Park government was alarmed for the national security that had been
predominantly dependent on the U.S., and under pressure, strove to establish a more authoritarian regime
(Cummings, 1988; Lim, 2005).
The developmental state'sfull commitment to heavy-chemical industrialization (HCI)
In October 1972, President Park declared the Yushin Reformation, which guaranteed his
lifetime presidency and gave him complete authority.15 Focusing on the political process of the
developmental state, Koo and Kim (1992) argued that Park's push for heavy-chemical
industrialization (HCI) was politically motivated, in order to legitimize his controversial Yushin
and to turn the discontented popular attention to a new ambitious economic goal. The state could
also benefit from locating HCI clusters in rural areas, helping their population and economy that
have been languishing in the late 1960s, and bringing the rural population into the national
economic development process. He set his targets to deliver $1000 GNP per capita and $10
billion in exports by the year 1981, when in 1971, Korea's GNP per capita was $288 and its
exports were just over $1 billion (Kim, 1997). In 1973, he made a national statement announcing
HCI as the top national priority, against politicians' and academics' skepticism and criticisms of
Korea being unready for HCI16 (Kim, 1997). Park's determination for economic growth through
HCI in the 1970s illustrated his shifting focus to a full-fledged commitment for urban-based EOI,
against the disappointing agricultural development.
During the capital-intensive HCI, in which the chaebols were the critical element, the
collaboration of the developmental state and chaebols deepened. The state's discipline turned to
15 President Park's claim for Yushin reformation was that democracy and political freedom were
inefficient at a time when the whole country needed to be united under a strong leadership in order to
maximize development efficiency, especially amid looming threats from the North. Under the Yushin, the
constitutional law lost its power, and an emergency cabinet took over the legislative assemblies. Political
parties, local councils and any other political group formations and activities were strictly prohibited, and
the media came under the control of the central government (Sohn, 1989).
16The ten-year growth of light industry in the 1960s did not indicate that Korea was ready for HCI.
Moreover, HCI had to be export-oriented from the beginning, because the domestic market was too small
to achieve the necessary economies of scale for its production. A number of politicians and academics
perceived Korea as lacking the capital and technology to meet the standards of the international market
(Kim, 1997).
"guidance" and was strengthened through its even tighter control of the financial sector, and it
intervened more actively in paving the way for selected chaebols' capital accumulation in its
planned direction. As the discipline produced economic gains, the relationship between the state
and chaebols transitioned to a rather amicable one, where the conforming domestic industrialists
were protected and fostered with policies such as more restrictive import regulations and foreign
ownership requirements, and received significant financial support (Amsden 1989; Kim, 1997).
The state strategically selected and developed the plans of specific courses of action for
promoting six heavy-chemical industries - iron and steel, nonferrous metals, machinery,
shipbuilding, electrical appliances and electronics, and petrochemicals (all having spatial
requirements of ample land near ports, except for the electronics industry) - and chaebols sought
to acquire investment licenses to participate in the prioritized (and heavily funded 17) projects.
Because larger firms were given priority, and also because of the preferentially accessible
subsidized loans to the assigned firms, chaebols aggrandized themselves by expanding and
diversifying in an "octopus style," acquiring other small to medium firms in various sectors
throughout the 1 970s. In 1972, the 10 largest chaebols had on average 7.5 firms, which increased
to 25.4 in 1979. They shared 48% of sales in GNP in 1980 (Koo and Kim, 1992).
In short, the developmental state's explicit intervention in HCI and the conforming
chaebols since the mid-1 970s built the platform to create a highly industrialized economy
dominated by a few large industrial capitalists in Korea. The large factories of heavy-chemical
industries in rural Korea required the concentration of population for labor, and demanded costly
infrastructure (such as water and power supply and transportation infrastructure). The state,
having to provide them, concentrated its investment in certain areas as industrial new towns, and
17 In 1974, the government created the National Investment Fund to support HCI, and about 70% of the
national policy loans were distributed to the heavy-chemical industrial sector (Koo and Kim, 1992).
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pulled a number of firms together, along with their workers, creating cities (see Section 1.2).
Therefore, HCI accelerated urbanization, which had already been taking place since thel 960s.
Rural industrialization leading to urbanization
Moving from a previously agrarian to an industrialized country, Korea had
"unprecedentedly rapid" urbanization overall (Kang, 1998). While 28% of the total population
had lived in urban areas (of 50,000 or more) in 1960, in only 30 years, the ratio was reversed to
74.4% urban (see Table 2.1.3). When dividing the 30-year period into two, the light industry-
dominant 1960-1975 and the heavy-chemical industry-dominant 1975-1990, one realizes how
the urbanization was more intense during the latter period.
Table 2.1.3: Urbanization rate in Korea (1960-1990)
Year 1960 1966 1970 1975 1980 1985 1990
Urbanization rate (%) 28.0 33.5 41.1 48.4 57.2 65.4 74.4
Source: Korean National Statistics Office
Note: See Table 2.1.6 for the specific disaggregation among different cities.
Table 2.1.4: Rural employment
Year 1930 1960 1975 1990
Level of total rural employment (thousands) 6,154 5,502 7,533 3,516
Rural share of total national employment (%) 95 78 59 19.5
Agriculture in rural employment (%) 83.1 80.9 77.5 84.0
Manufacturing in rural employment (%) 4.7 3.5 6.2 5.7
Rural share of total manufacturing employment (%) 84 41 21 4
Source: Kang, 1998; Ho, 1982
Note: "Rural" is defined as an administrative unit below 50,000 population.
With regard to rural data, Table 2.1.4 illustrates that between 1960 and 1975, the level of
total rural employment increased, although because of an even larger increase in urban
employment, its national share fell from 78% to 59%. The rural share of total manufacturing
employment in Korea also fell from 41% to 21%, despite the fact that its percentage of
manufacturing employment jumped from 3.5% to 6.2%, indicating the growth of manufacturing
in rural areas, but nonetheless a loss of their share to more significant growth in urban areas.
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For the years between 1975 and 1990, the table shows how not only the number ofjobs
decreased significantly (from 7.5 million to 3.5 million), but also the share of total national
employment in rural areas fell drastically to 19.5%, and their share of manufacturing
employment decreased to a mere 4%. In other words, more than 80% of total jobs and 96% of
manufacturing jobs were located in urban areas, demonstrating the significance of cities in the
Korean economy. Further, the rural share of the national employment (19.5%) was smaller than
the rural population percentage (25.6%) in 1990. (In 1960 and 1975, the rural share of national
employment, 78% and 59%, had been slightly higher than the rural population percentages, 72%
and 51.6%, respectively.) The higher percentage of population over that of employment, together
with the overall lack of job opportunities and depopulation, indicates that Korean rural areas
became "silver-towns" within the latter 15 years (from 1975 to 1990) of HCI.
The creation of an urbanized economy in a short time implies equally intensified urban
growth taking place, in parallel to industrialization. Table 2.1.6 indicates how Seoul grew the
most with Korea's industrialization. However, unlike in Latin American cases, where the
primacy (increased with industrialization) would cause stagnation in other regions, Korea
demonstrated growth of all of its six major cities, spread in different provinces, as regional
centers (see Map 2.1.1). These cities' stability and their increased shares of the national
population in the 30 years from 1960 tol990 imply that not all EOI took place in Seoul alone. In
fact, Seoul had 25% of total manufacturing employment in 1958 (before Park's regime), reached
34% in 1970 (during the proliferation of light industries), and declined back to 22% in 1980
(after Park's successful launch of HCI) (Park, 1986; Lee, 1988). Throughout Korea's
industrialization, where did the state locate industries and develop cities?
Table 2.1.5: Manufacturing employment in Seoul and the capital region
Year 1958 1966 1970 1975 1980
Seoul 25.0% 31.7% 33.9% 30.5% 22.1%
Gyeonggi 9.5% 9.2% 12.1% 17.7% 23.8%
Capital region 34.5% 40.9% 46.0% 48.2% 45.9%
Source: Park, 1986; Lee, 1988
Table 2.1.6: Top six largest cities of Korea
1960 1970 1980 1990
Rank City Pop. City Pop. City Pop. City Pop.
(1000s) (1000s) (1000s) (1000s)
1 Seoul 2,445 Seoul 5,536 Seoul 8,346 Seoul 10,613*
(9.8%) (18%) (22.3%) (24.4%)
2 Pusan 1,163 Pusan 1,881 Pusan 3,159 Pusan 3,798
(4.7%) (3.8%) (8.4%) (8.7%)
3 Taegu 672 Taegu 1,083 Taegu 1,605 Taegu 2,229
(2.7%) (3.4%) (4.2%) (5.1%)
4 Incheon 402 Incheon 646 Incheon 1,084 Incheon 1,818
(1.6%) (2.1%) (2.9%) (4.2%)
5 Kwangju 315 Kwangju 503 Kwangju 728 Kwangju 1,139
(1.3%) (1.6%) (2.0%) (2.6%)
6 Taejon 299 Taejon 415 Taejon 652 Taejon 1,050
1_ _(1.2%) 1 (1.3%) (1.7%) 1 (2.4%)
Source: data from Korea National Statistical Office
Note: *When including the satellite cities surrounding Seoul, the population becomes 13,431. Further, Incheon is
only 40 km away from Seoul, and could be added when accounting for primacy.
In the parentheses is the city's share of the total national population.
2.2 The Role of the Developmental State in Locating Industries and City Building
Korea's developmental state not only guided and governed in the economic arena, but also
engaged in industrial location and urban development plans and policies, removing spatial
barriers to capital accumulation. Given the state's rural political base and EOI, Seoul, with
expensive land, was not always the best location choice for industries politically or economically,
and as Korea was highly rural and agricultural, few locations (if any) were physically well suited
to accommodate the rapid industrialization being pushed by the state. Hence, although past
studies of Korean economic development (focusing mostly on economic and industrial policies)
have tended to overlook the aspects of physical development and urban planning, Park was, in
fact, deeply involved in them, together with his economic plans. For example, during his regime,
National Physical Development Plans were introduced, in addition to the FYEDP. He also
established six public development corporations (including Korea Land Development
Corporation, Korea National Housing Corporation, Korea Water Resources Corporation, and
Korea Expressway Corporation) to carry out urgently needed physical developments for
industrialization and national economic progress. Overall, Korea's industrialization was
accompanied by the state's development of industrial estates18 and industrial new towns, serving
both city building and industrialization.
The early industrial estates
Beginning in the 1960s, the state directed physical developments to accommodate its
plans for economic development, especially through industrial estate developments. For
example, as previously mentioned, Ulsan was built to host fertilizer plants and oil refineries,
although it did not achieve significant growth in the 1960s. For example, only about 7,000 new
jobs were created in the Ulsan industrial estate in its first nine years (Renaud, 1976). It was after
its designation as one of the industrial towns for Korea's heavy -chemical industrialization, in the
early 1970s, that Ulsan's industrial growth became significant. In addition to Ulsan, there was
the development of national export industrial estates (also known as import duty-free zones),
18 Often referred to as "industrial estates," a number of state-built real estate projects for collectively
locating industrial plants have continued to exist throughout Korea's industrialization. "Industrial estate"
by definition requires 1) physical facilities, 2) provision of services necessary for industrial activities, and
3) professional management of the estate. Many of the earlier Korean "industrial estates" (before the
1970s HCI) lacked management as an estate, and were in fact more collective "industrial areas" (Renaud,
1976; Yu, 1998). In this chapter, I refer to any development of industrial areas or estates as "industrial
estates." Instead, I make a distinction between "industrial estates" and "industrial new towns," where the
"industrial new towns" emphasize the building of a complete new town (including residential and
commercial developments and public institutions such as schools), in addition to the industrial area.
under the Export Industrial Estates Development Promotion Law. These physical promoters of
EOI provided cheap land (by selling municipally-owned land at reduced prices) and basic
infrastructure (such as roads and water supply) to the firms engaging in exports. Yet, until 1963,
the exports-to-GDP ratio remained a mere 1-3%, among which most comprised food products
and raw materials instead of manufactured goods (Chung, 2007). Because of this lack of
manufacturing, the export industrial estate also had the purpose of attracting and accommodating
foreign investments, mainly from Japanese-resident Korean entrepreneurs, in the very early
stages of EOI (Oh, 1993; Yu, 1998).
Seoul was considered the most economically fitting location for these EOI promoters,
with its abundant local labor pool, relatively concentrated transportation and communication
infrastructure, and already existing economic activities (Renaud, 1974). At the time of launching
labor-intensive EOI with limited industrial experience and capacity, the economic rationale
overcame Park's anti-urban sentiments, and the first export industrial estate was built in Kuro-
dong in Seoul (1964-1966). Other subsequent export industrial estates were built in Incheon (the
fourth-largest city, close to Seoul) in the 1960s, and in the 1970s, they were built in non-capital
regions such as Masan and Iri (Yu, 1998). Unlike in Ulsan, Kuro quickly attracted labor -
intensive light industries, and Seoul soon faced a proliferation of export-oriented light industries,
to a degree unanticipated by the state. By 1970, the city had the largest employment proportion
of some of the major export industries: 28% in textiles, 44% in fabricated metals, 66% in
precision machinery, and 54% in electric machinery (Chon, 1992), and comprised 34% of total
manufacturing employment (increased from 29.6% in 1963, before the development of Kuro).
Seeing the success of Kuro, local provincial governors, who had previously lacked
understanding of industrial estate development, became interested in it, triggering the nationwide
boom of local industrial estate projects, led by local provincial governments (Yu, 1998). Without
support from the national state, these local industrial estates were located on the fringes of
existing cities and were not much more than the provision of industrially zoned land. Between
1967 and 1969, every province (except Gyeonggi and South Kyongsang) began their
developments of local industrial estates in their main cities (see Map 2.2.1). However, the share
of manufacturing employment in the six provinces that developed local industrial estates
decreased between 1968 and 1973, while the share increased for Gyeonggi and South Kyongsang
(see Table 2.2.1). The local industrial estates were unsuccessful in increasing industries and
economic activities in their hosting regions, and this development trend diminished in the early
1970s (Cho and Song, 1984, Yu, 1998; Chung and Kirkby, 2002).
Map2.2.1: Local industrial estates (late 1960s - early 1970s)
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Source: data from Park, 1986
So far, the story seems to indicate the increasing primacy of Seoul with Korea's light
industry-based EOI. Although the national state first developed Ulsan in the countryside of the
southeastern coast for oil refineries and fertilizer plants, it was not growing as fast as its other
industrial estate development of Kuro in Seoul, the location chosen by the state for economic
reasons over political ones in its nascent development stage. As the labor-intensive EOI took off
unexpectedly well in the late 1960s, Seoul exploded with industries and population, unscathed by
numerous developments of local industrial estates in other provinces. Yet, unlike ISI in Latin
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American countries, where high wages and production near consumption in capital cities were a
well-functioning model, for Korea's EOI, which had to keep wages low for overseas markets, the
rapid concentration of population in Seoul beyond the city's capacity only invited social unrest
and threats to the regime.19 Therefore, the developmental state began to employ disciplinary
measures to control the growth of Seoul.
Growth of Seoul and the disciplinary state
How significant was the growth of Seoul in the late 1960s with the boom of labor-
intensive small and medium firms of export-oriented light industries? Between 1966 and 1970,
Seoul recorded its highest population annual growth rate of 9.4%20 (see Table 2.2.2). This
amounted to 77% of the total national population increase taking place in Seoul alone (Chung
and Kirkby, 2002). Despite the city's growth of manufacturing employment (0.11 million new
jobs between 1966 and 1970 (Lee, 1988)) and available service sector jobs, nearly 1.7 million
migrants in only four years suggests a large number of unemployed and urban poor.
Table 2.2.2: Population growth of Seoul (1960-1985)
Year Population Population change Annual growth Percentage of Seoul Percentage of
rate (%) population over manufacturing
national (%) employment in Seou
over national (%)
1960 2,445,402 - - 9.8 -
1966 3,793,280 1,347,878 (1960-66) 7.32 (1960-66) 13.0 31.7
1970 5,525,262 1,731,982 (1966-70) 9.40 (1966-70) 17.6 33.9
1975 6,889,502 1,364,240 (1970-75) 4.41 (1970-75) 20.1 30.5
1980 8,335,756 1,446,254 (1975-80) 3.81 (1975-80) 22.3 22.1
1985 9,639,110 1,303,354 (1980-85) 2.90 (1980-85) 23.8 19.8
Source: Data from Lee, 1988, p. 86, and Korea National Statistical Office; adapted by the author
19 For example, in 1971 there was an uprising of urban poor in Kwangju of the Gyeonggi province near
Seoul. Kwangju at the time accommodated 350,000 slum settlers forced out of Seoul. Without adequate
housing or living conditions, 50,000 of the relocated poor led an uprising, which is considered the most
significant urban poor uprising in the modem state of Korea (Sohn, 1989).
20 The second fastest-growing city Pusan recorded 6.8%.
Table 2.2.3 Urbanization rate in Korea (1960-1985)
Year 1960 1966 1970 1975 1980 1985
Urbanization rate(%) 28.0 33.5 41.1 48.4 57.2 65.4
Seoul / national (%) 9.8 13 17.6 20.1 22.3 23.8
Change - 3.2 4.6 2.5 2.2 1.5
Seoul / national urban (%) 35 39 43 41 40 36
Source: Data from Korea National Statistical Office, adapted by the author
To reemphasize, Table 2.2.3 illustrates how Seoul's population growth peaked in the four
years of 1966-1970, with the share of national population ratio changing the most (4.6%)
compared to other five-year intervals. Even though 17.6% of the national population share in
1970 may appear relatively low, this was only due to the high rural population at the time, and in
fact, Seoul's share of the national "urban population" reached its highest level then, at 43%.
Moreover, after reaching the peak of population change of 1.7 million from 1966 to 1970 (this is
on average 433,000 population increase per year, enough to make one new large city every year),
Seoul's population growth slowed down in the 1970s and 1980s, 2 1 which was not due to
suburbanization. This indicates how tremendous the influx of population to Seoul had been in
the latter part of the 1960s. And, as urban development in Seoul could not keep pace with its
population growth, there emerged severe urban and social problems, such as congestion,
23
pollution, and an increasing number of squatter settlements and urban poor. For example, in
1970, a quarter of Seoul's housing stock was in slums and informal settlements (Lim, 2005).
21 The 1970s and 1980s were when Korea was industrializing rapidly, achieving its miraculous economic
development. It is interesting to note that these periods are when Seoul's growth slowed down, after its
explosive growth in the late 1960s, contrasting with the Latin American cases where the industrialization
brought further growth of their capital cities.
22 Seoul had about the same population ratio to the capital region in 1970 (62%) and in 1980 (63%) (Lee,
1988).
23 In particular, the urban poor, living close together in slums and dilapidated conditions, were believed to
pose potential social unrest and political threats to the developmental state (Kwon, 1988).
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This rapid expansion of Seoul beyond its infrastructural capacity endangered the further
capital accumulation process of the developmental state. Also, at the time, Seoul comprised only
the northern part of the Han River, which divides the Seoul of today in half (see Map 2.2.2). The
massive concentration of population and industries alarmed the military government, who had
had, during the invasion from the North in 1950, the first-hand experience of the utter destruction
of the capital in Seoul and the difficulty of evacuating its people across the Han River to the
south.
Map 2.2.2: Map of Seoul, Kangbook, and Kangnam
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Therefore, as of the early 1970s, the Park regime initiated and directed a number of
strong policy measures to deconcentrate Seoul and to mitigate its growth. For example, in 1970,
the state announced the "Plan for South of the Han River," and led the development of Kangnam
(translated as "south of the river"). It promoted new residential developments in Kangnam and
transferred best educational, medical, and recreational amenities of Kangbook (north of the river)
to the area (more on this in Chapter Three).
As for industries, the national government sought to relocate them out of Seoul
altogether. In 1970, it introduced the Local Industrial Development Law (LIDL), providing tax
incentives to firms relocating out of the three largest metropolitan areas (see Table 2.2.4). Yet
this incentive was not substantial or attractive enough to private manufacturers when considering
the cost of relocation of their plants, especially from the capital region.
Table 2.2.4: Policy instruments of Local Industrial Development Law (LIDL)
Cases: Relocation from SMA, Pusan, and Daegu New location in designated
to designated local industrial estate local industrial estate
Corporate Tax Exemption for initial 3 years, reduction
of one half for next 2 years
Transfer Tax Same as above
Property Tax Exemption for initial 5 years Exemption for initial 5 years
Registration Tax Same as above One-time exemption
Acquisition Tax Same as above Exemption for initial 2 years
Building and Write off a loss equivalent to building
Machinery and machinery relocation from taxable
Subsidy revenue (*)
Source: Choe and Song 1984.
SMA= Seoul Metropolitan Area, referred to as the "capital region" in this chapter.
(*) only in a case where tax exemption or reduction was not given.
Renaud (1976) found that when a plant was transferred to a new location, it generally had
low productivity in the early years, due to the low productivity of local labor, start-up costs,
much increase in transportation and communication costs from being outside the capital region,
and the internalization costs of many functions previously performed by other firms within
Seoul. Further, Korea at the time had a very high interest rate (3% per month), and so firms
could not afford to face a sudden drop in their productivity. In the circumstances, the tax
incentives of LIDL were not very attractive. For example, the tax incentives of exemption from
the Acquisition Tax (0.2%) and Registration Tax (1.5%) did not make much difference to firms,
because the two taxes were levied only when firms acquired new land and buildings as they
relocated. The Property Tax exemption for an initial 5 years was also very low as an incentive
(0.3% on buildings and 0.2% on land). The Corporate Tax exemption for an initial 3 years and
50% reduction for a subsequent 2 years could be significant, as it could make up to 49.5% of a
firm's total profit. However, Renaud questioned the attractiveness of the Corporate Tax
reduction, as it was applied in the initial 5 years of relocation, when the firm's profit was
expected to plummet. In short, the "reduced tax rates on reduced profits" was not an attractive
(or even a workable) incentive for firms in Seoul to relocate to local industrial estates in other
provinces. Therefore, realizing the ineffectiveness of the policy, the state enacted the even more
powerful and "disciplinary" Industrial Distribution Law (IDL) in 1977. Based on the IDL, the
state issued relocation orders to firms in Seoul.2 As the state ordered polluting industrial plants
out of Seoul, it built Banwol industrial town on the edge of the capital region (35 km southwest
of Seoul), in order to accommodate them (Lee, 1988; Kwon, 1988).
Finally, Park personally brought the greenbelt policy to Korea, concerned for Seoul's
uncontrollable growth. While the policy manifestly infringed on private property rights, under
the authoritative developmental state, not many locally based interests could oppose the
President-initiated greenbelt policy, especially when the media heralded it for preserving the
environment near cities and preventing land speculation in urban fringes (Yeongnam Ilbo,
October 18, 2010). The first greenbelt was established around Seoul in 1971, and until 1977,
many of the developable lands in the capital region were designated as greenbelt, strictly
prohibiting development activities in more than 50% of its developable land. Once set in place,
the original greenbelt was preserved for nearly 30 years (Park, 2001b; Kim and Kim, 2000).
All in all, with the boom of light industries causing severe congestion and urban
problems in Seoul, which was considered to threaten the national economic stability (Kwon,
1988), the developmental state continued to act as an active agent in controlling and managing
24 The law divided Korea into 1) a dispersal zone (Seoul) encouraging relocation of industries; 2) a status
quo zone (the capital region surrounding Seoul and the city of Pusan), where industrial expansion was
discouraged; and 3) an inducement zone (the rest of the country) encouraging industrial activities.
25 Although the policy expanded and was implemented nationwide, 29% of total greenbelt space was
located in the capital region (Park, 2001b).
patterns of urban development and its policies. From the mid-1970s, and coupled with
constraints and highly strengthened state plans for growth and urban land use in Seoul, the
developmental state developed industrial new towns based on growth-pole theory,26 reinforcing
its industrial decentralization measures, and seeking to induce population growth and
urbanization in the planned poles away from Seoul. The strategy envisaged the contribution of
industrial new towns to regional development, as the development of infrastructure, services, and
urban amenities would accompany the industries and their workers. These nationally built
industrial new towns, however, were only successful because they were also part of the state's
promotion of HCI.
Building industrial new towns for HCI
In Korea, the capital-intensive (as opposed to labor-intensive) heavy-chemical industries
did not want to locate in Seoul. Unlike light industries (e.g., textile, wigs, and footwear),
abundant cheap labor was not a primary concern for the new type of export-oriented heavy-
chemical industries (e.g., shipbuilding, iron and steel products, and chemicals), and with markets
not in Seoul but in foreign countries that were only accessible by sea, their often-bulky products
26 The growth-pole theory argues that propulsive industries, which are the poles of growth, first initiate
and then diffuse development through forward and backward linkages (Perroux 1950). Therefore, the
growth pole theory implies that (especially) developing countries with limited resources should
concentrate and invest in a few selected poles, which then will automatically induce development into
other industries, resulting in overall economic growth (Hirschman, 1958). Although the growth pole
theory started from an abstract economic space, it has been readily applied spatially by academics and
governments. In order to revive a depressed area, to encourage regional deconcentration of industries, or
to modify a national urban system, a number of governments have relocated a few key firms of an
industry to a planned pole, believing that their subcontractors will follow, and other firms will sprout up
around the linkages (Parr 1979, 1999; Wilson, 1964; Hansen, 1972; Conroy, 1973). A planned pole thus
created was expected to lead the region's economic growth, and act as an alternative magnet, intercepting
the uncontrollable migration flowing into a few large, overcrowded cities. Interestingly, the growth-pole
theory of "unbalanced sectoral development" was being used to achieve "balanced regional development"
in Korea.
for export (and imports of necessary intermediate goods and raw materials) required coastal
locations with access to waterborne transportation (Mills and Song, 1979). Geographically, the
east coast was preferred to the west coast, because it allowed for major cargo ports with greater
water depth and minimal tidal differences (50 cm) compared to the west coast (1,000 cm) (Chon,
1992). And, as the northeastern region of Korea has a major mountain range (lacking flat lands
for industrial development), the southeastern coastal region (parts of South and North
Kyongsang provinces) had the strongest geographical rationale for hosting the new heavy-
chemical industries, and the national state developed a number of industrial new towns in the
region (see Map 2.2.3).
27On the west coast, only Incheon (near Seoul) serves as a cargo port (Chon, 1992).
Map 2.2.3: Industrial new towns, southeastern coastal industrial zone, and the physical
landscape of Korea
The development of industrial new towns for HCI further supports the large overarching
claim of this chapter that Korea's exceptionally rapid industrial development was built on a set
of urbanization strategies and priorities that were actively promoted by the developmental state
in order to maximize industrial efficiencies. The state's direct intervention was necessary,
because first of all, except for the port in Pusan, the region's existing ports (such as Pohang,
Ulsan, and Gwangyang) were not being fully utilized, and required heavy investment and
reconstruction to become industrial ports (Chon, 1992). The port was not the only infrastructure
that was lacking in Korea in the early 1970s. The very first highway was completed only in 1970,
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linking Seoul and Pusan with two lanes each way. The electricity and water supplies were also
very limited, compared to other countries with an industrial base (Hong, 2005; Lim, 2005).
These physically limiting conditions and Korea's prior inexperience in heavy -chemical industries
resulted in most of the agricultural and urban land not being nearly ready to host heavy-chemical
industrial plants. As a matter of fact, these capital-intensive plants particularly demanded 1)
transportation infrastructure, especially ports, to export heavy and bulky finished products; 2)
adequate power and industrial water supply; and 3) low-cost acquisition of vast land with ample
room for expansion due to the heavy and chemical industrial production's large internal
economies of scale. In the Korea of the 1970s, private firms alone would have had difficulty in
finding suitable locations for their new plants without extensive infrastructure investments,
which could not have been expected from the private sector that was "venturing" into the HCI.
Massive land acquisition and new infrastructure development appropriate for heavy-
chemical industries needed to take place fast, and the developmental state immediately took the
responsibility. For the obvious reasons of development efficiency and economies of scale, the
state physically concentrated its efforts of land provision and infrastructure developments, in the
form of industrial new towns (which also included planned residential and basic urban facility
developments for industrial workers) on agricultural lands and small villages with ports or
potential for port developments. Further, by designating each industrial new town as specializing
in one (or a few) of the heavy-chemical industries it was promoting, the state could better cater to
the industries' specific infrastructural needs (such as specialized ports, quality and quantity of
water supply, and specific land conditions) (Yu, 1998).
Besides the evident physical attributes, the developmental state's decision to locate most
of the towns in the southeastern coastal Kyongsang provinces was further encouraged by three
factors. First, the military government sought to locate new, capital-intensive heavy-chemical
industrial plants far to the south, away from the demilitarized zone near Seoul. Second, Park
himself and his military supporters and collaborators, who had seized political power, were
affiliated with the Kyongsang provinces (recall the 1971 election results). Finally, the
southeastern region contained Korea's second largest city (Pusan), providing a relatively
accessible labor pool and already existing infrastructure such as railroads and the Seoul-Pusan
Expressway (Hangook Gyungje Magazine, July 12, 2009; Chun, 1992; Auty, 1990).
In short, the military state strategized about its industrial locations and directly designated
them, as a military would strategize about its war plans on a map. As consequence, the military
state was deeply engaged in Korea's national spatial and territorial policy and planning. It
created specific types of industrial clusters at specific locations it selected, changing and building
each region's economy.
The task of simultaneously building numerous large-scale industrial new towns (also
known as "industrial bases") was undertaken by the Ministry of Construction (MOC).29 For this
purpose, the MOC newly established the Industrial Base Location Center (IBLC) within the
ministry in March 1973. The IBLC was given all the necessary responsibilities and authorities
(previously divided among different departments within the MOC) to rapidly build industrial
new towns. The center comprised four divisions: industrial location planning, industrial estate
preparation, industrial port development, and industrial water supply. It was treated with the
28 The new industrial towns were all within 130 km of Pusan. Gumi and Pohang were close to Korea's
third-largest city, Daegu.
29 The MOC became the Ministry of Construction and Transport in 1994, and then became the Ministry
of Land, Transport, and Maritime Affairs in 2008. For simplicity, this dissertation uses the term MOC to
represent the ministry at different times.
highest priority within the MOC, and its personnel were selected from the top elites of other
MOC departments (Yu, 1998).
One of the key accomplishments of the IBLC was the development of the Industrial Base
Development Promotion Law (IBDPL), which was enacted in December 1973. The law specified
industrial town development procedures, simplified legal and administrative routines, and
authorized the creation of a national corporation to effectively take on the massive role of
carrying out the development. Based on the law, the Industrial Sites and Water Resources
Development Corporation (ISDC) 30 was created in February 1974 as the main developer in
charge of the industrial new town development. 31 The corporation's roles were very
comprehensive, and included 1) preparing land for industrial plant construction, 2) building of
ports and other port-related facilities, 3) development of industrial as well as residential water
supply and sewerage systems, 4) transportation infrastructure developments (roads, railroads,
canals, and other distributional facilities), 5) development of electricity and gas supply and
communication systems, 6) construction of public-use buildings such as schools, government
30 The ISDC was in fact an extension of the Korea Water Resources Corporation (KWRC), which had
been established in 1967 as a public company to build dams and to provide and manage the national water
supply. There were controversies regarding the decision to make the KWRC into the ISDC, instead of
developing an entirely new corporation as a main developer of industrial towns. However, creating a new
corporation was expected to require much time and budget, which the government wanted to avoid, if
possible, in its ambitious attempt to achieve rapid HCI. Moreover, President Park was noted to have had
personal confidence in Ahn Kyong-Mo, the president of KWRC at the time, who had led the development
of massive residential land developments in Seoul through landfilling parts of the River Han, and also had
successfully carried out rapid riverbank construction to expand the Gumi industrial estate in 1972. Hence,
President Park personally ordered the Minister of Construction to assign the industrial new town
development role to the already existing KWRC and to rename it ISDC (Choi, 1974; Yu, 1998).
31 In certain cases, when approved by the central government, a private firm could also be a main
developer instead of the ISDC. Some industrial towns for shipbuilding were thus developed by private
shipbuilders such as Daewoo Shipbuilding in Okpo and Samsung Shipbuilding in Jukdo under the
IBDPL.
offices, and training centers, and 7) residential land preparation for the expected new incoming
residents (Seong, 1987; Choi, 1974).
Appropriate to its numerous duties and responsibilities, the ISDC was heavily funded by
the national treasury. Besides the national funds, the ISDC was also supported by the following
financial measures under the IBDPL (Industrial Base Development Promotion Law). First, the
ISDC was privileged with tax exemption and access to foreign loans with lower interest rates
(which was a huge benefit considering the high domestic interest rates and strictly controlled
financial market under the authoritarian regime). Second, the IBDPL allowed the ISDC to collect
prepayments from those who wanted to purchase land or to use infrastructure it was planning to
develop, facilitating the preparation of the large investment funds required for industrial new
town projects. Third, in the context of the strong disciplinary state keeping control of the
potential profiteers, the ISDC had the right to ask surrounding landowners for a maximum of
50% of the appreciated value in the form of cash or land, as their values were highly likely to
increase from the development of industrial new towns. In addition to providing financial
support, the IBDPL assisted ISDC's speedy development of industrial towns by authorizing
thirteen related national laws to streamline all necessary changes (Yu, 1998; Choe and Song,
1984; Choi, 1974).
As a result, between 1974 and 1977, Korea had spurts of national development of heavy -
chemical industrial new towns in the countryside, facilitating new industrial locations and
contributing to balanced regional development aims. Some were newly created in fishing
villages or on farmlands, while others were developed through great expansions of already
existing national industrial estates (Ulsan, Gumi, and Pohang32 ) (see Table 2.2.5). All were
massive in scale, bringing significant changes to their host regions. Mostly located in coastal
regions for the development of necessary cargo ship ports, the industrial new towns specialized
in the following industrial sectors: petrochemicals in Ulsan and Yeochun, steel in Pohang and
Kwangyang, electronics in Gumi, machinery (defense) in Changwon, shipbuilding in Ulsan,
Jukdo, and Okpo,34 and petrochemicals and nonferrous metals in Onsan.
Table 2.2.5: Key heavy-chemical industrial towns in the 1970s
Prior function Industrial Year of Industry Total area Industrial use
towns designation (1000 land (1000
pyongs) (*) pyongs)
Farmlands Changwon 1974 Machinery 14,710 6,450
Farmlands and a Yeosu 1974 Petrochemicals 13,340 5,510
fishing village
Fishing village Onsan 1974 Petrochemicals, 7,340 4,860
nonferrous metals
Fishing village Jukdo 1974 Shipbuilding 1,500 890
Fishing village Okpo 1974 Shipbuilding 1,380 970
Small industrial Pohang 1975 Steel 12,700 6,070
estate and a port city
Small industrial Ulsan 1975 Petrochemicals, 13,900 11,460
estate shipbuilding,
automobiles
Small industrial Gumi 1977 Electronics 4,300 1,822
estate
Seaweed production Kwangyang 1982 Steel 28,840 3,766
area I
Source: moditied from CI oe and Song, 1984 and Yu,
1 pyong = 3.3 square meters
1998
(*) The total areas of the industrial towns were much larger than their industrial use land areas, because they
included significant amounts of land for residential uses, public uses, and infrastructure development.
32 The national steel company (POSCO) was founded in 1968 in Pohang and began production in 1973.
Pohang's designation as the steel industrial new town in 1975 implied much expansion of Pohang to
become the key steel industrial city of Korea.
33 Except for Gumi, which was President Park's hometown, all other export-oriented heavy industrial
towns had coastal locations. Since Gumi was designated for electronics, which has much smaller-sized
products and input materials than the shipbuilding, steel, or automobile industries, the requirement of
having to locate at or near a port was reduced.
34 Jukdo and Ockpo are on the small southern island of Goje, and often referred to together as Goje.
To summarize, these industrial new towns, located far from Seoul and spread over the
country, were 1) the vehicles carrying forward HCI, rapidly providing attractive and efficient
industrial environments for the new heavy-chemical industrial plants, and at the same time, 2) a
second magnet pulling industries and population to the southeast core, reducing the dominance
of the capital region. They were the products of the developmental state, which guided and
disciplined industrial capitalists to HCI, and disciplined the potential land profiteers, the local
governments and other actors (especially those outside the southeastern region who were
deprived of the development).
With the overall success of the export-oriented HCI, the industrial new towns (the
physical promoters and supporters of HCI) quickly grew to emerge as Korea's "new-born" mid-
sized cities, from their modest origins as farmland and small fishing villages (see Table 2.2.6)."
A number of them joined the 20 largest cities by the 1980s, while other mid-sized cities that used
to act as regional sub-centers in agricultural regions (mostly in the southwest) stagnated and
began to lose their status (Kang, 1998). Yet, as mentioned in the previous section, the rank of the
top six cities as the main centers of provinces (Seoul, Pusan, Daegu, Incheon, Kwangju, Daejon)
remained unchanged. Although Ulsan grew to become the 7 th largest city in Korea, we should
understand the spatial significance of the new industrial mid-sized cities as visible and prevailing
regional development of the southeast coastal "rural areas," which together created a second core
(with the nearby Pusan and Daegu), offsetting the potential imbalance of dominant industrial
35Table 2.2.6 demonstrates how, in the planned poles of Ulsan, Changwon, Pohang, and Gumi, the
population grew much faster than in the three largest metropolises of Korea. (The growth in Pusan and
Daegu may be attributed to the industrial towns developed in the nearby regions. For example, Gumi is
located only a 30-minute drive away from Daegu, and many of its workers commute from the Daegu
metropolitan area.) In the case of Ulsan and Pohang, their population more than quadrupled between 1970
and 1990; and in the case of Changwon and Gumi, their population nearly tripled and doubled,
respectively, between 1980 and 1990. By the end of 1990s, Ulsan became a metropolitan city with its
population reaching one million.
concentration in the capital region. In other words, instead of primacy of Seoul, Korea's EOI
established a second regional core, which (following the spatial and economic logic) itself
consisted of many new sub-cores decentralized in the countryside rather than one huge
clustering. Confirming the shift of manufacturing importance to this newly developing core in
the southeast, the capital region had a decrease in its manufacturing employment share after the
peak in 1975 (see Table 2.2.7), an unusual spatial pattern for a developing country's
industrialization.
Table 2.2.6: Po ulation changes of the selected cities (1970-1990)
City Population Population Population increase Population
(1970) (1990) (1970-90) increase
(1980-90)
Seoul (1) 5,525,000 10,628,000 96% 27%
Pusan (2) 1,876,000 3,798,000 106% 20%
Taegu (3) 1,066,000 2,229,000 109% 39%
Ulsan 159,000 682,000 334% 63%
Changwon 112,000 (1980) 323,000 NA 188%
Pohang 79,000 323,000 314% 61%
Gumi 105,000 (1980) 206,000 NA 96%
Korea (total) 31,435,000 43,520,000 41% 16%
Source: Data from Markusen and Park 1993; the Korea National Statistical Office
Table 2.2.7: Manufacturing employment share in the capital re ion (1966-1985)
Year 1966 1970 1975 1980 1985
Seoul (%) 31.7 33.9 30.5 22.1 19.8
Capital region (%) 40.9 46.0 48.2 45.9 47.3
Source: Lee, 1988
2.3 Causal Explanation for the Trend of City Building After HCI
While the emergence of new industrial cities in the southeastern coast was a direct visible
consequence of the developmental state's assisting HCI, the HCI process also produced another
(less obvious but equally significant) spatial outcome, which was the new spatial division of
labor, separating Seoul from the rest of Korea. In this context, the increasing re -emphasis on
Seoul in the late 1980s was not a shift because of new globalization pressures or post-
industrialization alone, but resulted from tensions in the hierarchical spatial division that had
been entrenched in the economic system since the mid-i 970s, through developmental state
actions.
The hierarchical spatial division of labor and the emergence ofpost-industrial Seoul
In the previous sections, it was emphasized how the developmental state had pushed HCI
through policy instruments, in close collaboration with (and disciplining of) the chaebols. Given
the strong state engagement in industrialization, chaebols wanted to locate their headquarters in
Seoul, where the national state agencies were also located (Kim and Masser, 1990). Additionally,
the state-led HCI, by introducing various incentives to nurture internationally competitive firms
in capital-intensive industrial sectors, caused chaebols to extensively increase their size and
become conglomerates 36 (Kim, 1997). These large conglomerates were able to spatially separate
their headquarters from manufacturing, creating a hierarchical spatial division of labor. The
manufacturing activities grew in the industrial new towns with favorable conditions for large -
scale industrial production, and the corporate headquarters of chaebols concentrated in Seoul. By
1982, Seoul had 85% of Korean firms' headquarters controlling their spatially separated
industrial plants (Park, 1986b).
Seoul's concentration of headquarters in the new spatial division of labor had significant
implications for the city. Together with the already formed elite workers in the national state
agencies and collaborating banks during the strong developmental state in Seoul, the selective
36 The two decades of sheltered growth resulted in a handful of chaebols becoming the major economic
players in Korea, transforming the previous power relationship of "strong state - weak private sector."
Becoming a "chaebol republic," Korea had its five largest chaebols producing 75.2% of its total sales in
GDP in manufacturing by 1989 (in 1971, they had shared only 22.3%) (Kim, 1997).
aggregation of the private sector's headquarters further enhanced its elite status by locating more
white-collar workers (including top managers) in the city. The concentration of highly educated
workers and highly paying jobs meant that there was a demand for good quality of urban
amenities. A competitive education system, top universities, health facilities, cultural amenities,
and major retails all clustered in Seoul, making it also the center of consumption. In a way, this
can be interpreted as an outcome of the surpluses created through industrialization finding its
way to Seoul, the control center of the economy. The concentration of such urban amenities then
further attracted highly educated and productive people, who are essential for economic
development, especially in the post-industrial era where the nature of production has changed to
emphasizing creativity and highly skilled work.
In these circumstances, it is easily understandable why Seoul and its surrounding capital
region would be the main location choice for service economies and R&D-oriented high
technology industries that became more prevalent in Korea, especially beginning in the late
1980s. But first, why did this shift of industrial focus occur in Korea in the late 1980s?
From 1986 to 1988, the Korean economy boomed, based on its export-oriented heavy-
chemical industries, making the utmost of the low oil prices, low currency exchange rates, and
low world interest rates, (what Koreans refer to as the "the three lows"38 ). Its manufacturing
3 In fact, economists like Roback have studied the inter-regional amenities and wages, and have
concluded that the quality of life has become an important component of labor market decisions that
workers take into account when choosing employment (Roback, 1982). Furthermore, Gottlieb argued that
lifestyle amenities are now an important factor also for firms. Firms seek to locate in areas with high
amenities, not only in order to tap into the local existing labor force, but also to easily recruit a new one
(Gottlieb, 1994). In short, a city's quality of life has become a very significant aspect in attracting both
skilled workers and firms.
38 Korea does not produce any oil. Because it has to wholly import oil for any industrial as well as
household uses, a lower oil price reduces the economic cost to the country. Also, Korea's industry is
export-based, and has low dependency on domestic demand. Therefore, a low currency exchange rate
(high Won-US dollar ratio) reduces the prices of Korean firms' products, making them more competitive
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grew 13 to 18% per year, while GDP increased about 12% per year. Korea's exports expanded
and it accumulated large trade surpluses (see Table 2.3.1). Yet by 1988, the conditions of "the
three lows" started to disappear, particularly with the U.S.'s pressure to lower trade barriers and
to readjust the currency exchange rate. Also, in the previous year, on June 29, 1987, the
democratization declaration was announced, following pressure from democratic social
movements. With the democratization declaration, there was an explosion of labor movements
throughout the country, leading to the amendment of the National Labor Law to legally allow
unions in enterprises in November 1987 (Suh, 2009).39 The formation of the labor unions and
frequent labor disputes increased the negotiation power of labor, resulting in large wage
increases after 1987. Both the raised labor cost and the disappearance of "the three lows"
reduced the competitiveness of Korea's export manufacturing goods. The profit projections from
manufacturing industries plummeted, and indeed, exports started to decrease and inventory of
goods increased in 1989 (Cho, 1996; Choi, 1996). Korea in the late 1980s thus began to seek
after an industrial restructuring, towards more emphasis on a service economy and R&D
activities.
Table 2.3.1: Macroeconomic data for Korea (1982-1989)
Year 1982 1983 1984 1985 1986 1987 1988 1989
Trade surplus -2,551 -1,524 -1,293 -795 4,709 10,058 14,505 5,344(million US$)
GDP % increase 8.3 12.2 9.9 7.5 12.2 12.3 11.7 6.8
Source: Korea National Statistical Office
in the international market. This means better prospects for the export industry, and thus for the Korean
economy overall.
39 During the authoritarian developmental state, the labor movement was severely repressed by the
exclusionary strategy of labor control. In this strategy, labor was not allowed to represent its economic
and political interest, and physical force was used to repress labor's collective action. Within the three
months after the democratization declaration, there were 3,311 labor disputes, which was an average of 30
disputes per day (Kim, 1988).
In terms of location, the industrial restructuring implied the economic concentration of
Seoul and the capital region. With Seoul's already predominantly concentrated elites, chaebols'
headquarters, and urban amenities, the transition towards a service economy favored Seoul over
other regions. Especially after its successful hosting of the 1988 Olympic Games, the capital city
became filled with new confidence and hopes for making itself globally competitive. Together
with the state's long-term promotion of the city's deindustrialization, Seoul faced increasing
emphasis on the service economy with global functions. And investments, such as a new
international airport, were made near the capital (Choe, 2005).
The R&D functions also clustered in Seoul and its nearby capital region. The chaebols
(who had reverse-engineered imported technology during HCI) subsequently established their
own R&D centers, and Table 2.3.2 illustrates how the source of R&D funding shifted from the
public to the private sector over time in the 1980s. The private sector had strong incentives to
locate their R&D activities in or near Seoul, because that was where all the highly skilled labor
force (often referred to as the "creative class" 40) was located. 41 In fact, with the economic
development and prosperity, it was increasingly becoming difficult to find able middle managers
willing to relocate out of Seoul (Chung and Kirkby, 2002), while more and more advancing
manufacturing activities in Korea needed to coordinate closely with technology development.
40 See Florida (2002, 2005) on the "creative class."
41 In 1988, already over 75% of high-tech enterprises located in the capital region (Park, 1986b). The
"high-tech" industries refer to R&D-oriented semi-conductors, new materials, optics, telecommunication
equipment, and other high-tech products. They differ from conventional manufacturing, such as
automobiles, computer assembly, and metal fabrication (Chung and Kirkby, 2002).
Table 2.3.2: R&D indicators in Korea from 1976 to 1990
Year 1976 1981 1986 1988 1990
39.18 121.71 374.3 522.9 651
Publc sector (billion Won) (64%) (42%) (23%) (21%) (19%
(billion Won) 21.72 171.4 1232.5 1931.2 2698.8Private sector (36%) (58%) (77%) (79%) (81%)
Total R&D expenditure 60.9 293.13 1606.9 2454.1 3349.8
(billion Won) (100%) (100%) (100%) (100%) (100%)
Source: Modified from Shin and Chang, 2003
Note: Won is Korean currency, where about 1000 Won = US$1
To summarize, Seoul became the center of decision-making functions of headquarters,
their supporting services, and administrative functions, which made the city increasingly wealthy
and rich in culture and high quality urban amenities. As a cultural and education center, Seoul's
positioning of economic dominance was then further enhanced during the globalization, post-
industrialization, and technological upgrading, while other places suffered from the depletion of
attractive job opportunities in the new economic conditions. As will be discussed next, the state-
built industrial cities were production platforms that failed to develop into diverse and vibrant
cities, and other regional metropolises remained lacking in high-paying elite jobs, which Seoul
42has been dominating since Korea's state-led industrialization. In other words, Seoul grew and
expanded to predominate in the new economy of Korea, building upon the hierarchical spatial
division of labor (with blue-collar workers in the industrial cities and white-collar workers and
elites in Seoul) - a byproduct of Park's state-led, export-oriented, HCI process.
4 2 According to a head researcher at KRIHS (Korea Research Institute for Human Settlements),
interviewed in July 2006, Seoul had most of the high-paying elite jobs, while the industrial estates in non-
capital regions provided mostly blue-collar manufacturing jobs that were easily threatened by foreign
competition. Many wanting to attend the best colleges came to Seoul, where they are located, and stayed
in the city looking for the white-collar jobs, also clustered in Seoul. Other regional college graduates
came to Seoul as well, seeking for work, and firms needing skilled labor naturally followed the work
force to Seoul. Ultimately, this created a virtuous cycle of economic growth for the capital region.
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Revisiting the development of industrial towns in the new hierarchical spatial division of labor
After understanding HCI's new spatial division of labor, the limits of the industrial new
towns become clear. In the spatial division, the industrial new towns were an agglomeration of
manufacturing production activities of chaebol branch firms, providing ample jobs for blue-
collar workers, while important decisions and technology development were made in the
headquarters and R&D centers, mostly in Seoul. The economy of scale was achieved "internal to
a chaebol business group" rather than "internal to an industrial town," and the physical
aggregation of the plants did not develop dense local networks, intra-regional, inter-firm linkages,
or local embeddedness (Park and Markusen, 1995; Park, 2001). Without much room for
nurturing local indigenous growth, local environments also failed to develop diverse and high-
quality amenities. These industrial towns' roles as remotely controlled production platforms
within the spatial division of labor 43 structurally prevented them from evolving into sustainable
and adaptable cities. They were primarily physical clusters of factories and bed towns of
transient workers.
During the boom of HCI, these limits of production platforms did not pose any problems,
and the industrial new towns faced impressive growth with their physical infrastructure,
abundant labor pool, and their management as national industrial estates, as was previously
explained. However, after the successful industrialization, and as the Korean economy attempted
43 Markusen (1996) identified the clustering of branch plants of large businesses without much intra-
regional local network (but with strong inter-regional, intra-firm networks) as "satellite platforms." For
example, the defense-industrial cluster of Changwon, which hosts the branch factories of all the thirty
largest companies in Korea and many other major firms, has little information flow or cooperative
interaction between its resident firms. Instead, as a promoter of defense-industry, the area harbors more
intensely closed and securitized atmosphere (Markusen and Park, 1993). Another example, Gumi, hosts a
number of large chaebols' firms in textile and electronics. It has the four largest textile firms in Korea and
a number of branches of chaebol groups. As in Changwon, firms in Gumi maintain strong non-local
linkages to their parent firms. Many small firms also exist, but as captive subcontractors, locked in a
subordinate relationship with the chaebol branches (Park and Markusen, 1995; interviews by the author in
winter 2006).
to step up the ladder towards R&D activities and knowledge-based industries, the industrial
towns' tangible local assets no longer served as competitive advantage. Instead, as Florida (2002,
2005) argued, cities with the "right culture" of openness, diversity, and tolerance had more
potential to attract talented and skilled workers, which could lead to the cities becoming places
where innovations are turned into new business ideas and commercial products. These
characteristics were rather absent in industrial production platforms, where their firms (i.e.,
factories) were under the management of their headquarters in Seoul. In fact, Joo (2007) studied
one of the industrial new towns, Gumi, and found that the difficulty of attracting skilled workers
was a well-established complaint from the firms trying to upgrade their products. In the
heightened global economic context, where firms that leverage cheap labor and land as their
competitive edge tend to locate increasingly in other developing countries, the success of
industrial towns in Korea today appears to demand more than the provision of basic
infrastructure.
Nevertheless, Korea did not abandon its earlier city-building commitments. It continued
its "industrial new town development" even after the HCI drive. Because of Korea's new
economic focus on the post-Fordist knowledge-based economy, these recent developments were
proposed as "technopolises" or "innovative clusters," joining the internationally popular
development strategy of building technopoles and science parks (Castells and Hall, 1994).
In 1989, the central government introduced the Technopolis Program, where nine cities in
non-capital regions were designated as technopolises. Their development concept embodied
bringing high-tech production to the region, nurturing R&D activities, and developing local
communities for employees and their families (Park, 1991; Oh, 1995). However, remolding the
firmly established hierarchical spatial division of labor was highly difficult. Unlike the heavy-
chemical industrial new towns built with undivided attention of the authoritarian developmental
state, the new democratic regime's main focus did not appear to lie in its Technopolis Program,
which had little economic rationale (as the capital region was the one with the potential for the
high-tech industrial development success). The Technopolis Program also lacked political
motive, as it would only favor the selected local governments, and did not benefit national
industrial capitalists, existing industrial town workers, or Seoul elites and capital region residents,
who by 1990 comprised 42.7% of the total national population. In fact, the national state started
to build residential new towns at the same time (in 1989) in the outskirts of Seoul, and as will be
explained in Chapter Four, these projects were the ones that received the new democratic
regime's zeal for successful development. With its focus on different projects, the national state
managed to implement only Kwangju Technopolis, and quickly re-designated the other eight
sites as local high-tech industrial complexes in the early 1990s, transferring their development
responsibilities to local authorities (even though decentralization only began to take place in
1995). With the charge of development wholly in the hands of local governments, these
complexes were planned on a much smaller scale than the previously attempted national
technopolises (Oh, 1995). Even their goal of attracting high-tech plants, R&D centers, and
residential developments in much reduced scale was difficult to achieve, due to 1) limited funds
and financial support, 2) insufficient R&D firms to host in non-capital regions, and 3) the local
governments solely focusing on building physical infrastructure. In other words, the
development of these local high-tech industrial complexes was hamstrung by underdeveloped
"urbanism," especially compared to Seoul, and they mostly failed in their development (Kwon,
2002).
Despite the unimpressive outcomes of the local high-tech industrial complexes in Korea
in the early 1990s, the innovative cluster development projects44 continued to be prescribed
throughout the country. After 1995, Korea had a wave of administrative and political
decentralization (more on this in Chapter Five), and the popularly elected local politicians
became eager to attract high-tech firms and to bring economic growth to their regions. 45 The
possibilities for building successful innovative clusters in non-capital regions, however, were not
so positive, precisely because of the decentralized administrative and political conditions. On one
hand, the central government itself lacked coordination, and national ministries have each
pursued a design of their own specialized innovative cluster projects that are supposed to address
the ministries' goals (see Table 2.3.3). Local governments were often confused about the
different ministries' support programs, leading to rather inefficient and often overly competitive
implementation (Lee, 2001). On the other hand, local governments, trying to please and impress
their constituencies, were heavily burdened to show quick and visible success in their projects,
and thus their top priority was in building physical infrastructure, and not in seeking ways to
develop long-term plans to nurture networks and innovative capacity. Further, the local
governments, inexperienced in targeting and nurturing industries, tended to select fashionable
new promising industries 46 without regard to their regional fit. The local governments also
44Porter (1998) defines a "cluster" as a geographic concentration of firms and institutions of a particular
field. A cluster is expected to foster innovation, as its firms, service industries, governments, and other
related institutions interact and facilitate sharing and transfer of intangible knowledge.
45 In particular, after the Asian Financial Crisis in late 1997, Korea more urgently sought to restructure its
economy. The concept of innovative cluster, which promised the nurturing of innovation and regional
competitiveness, easily caught the attention of policy-makers and, soon after, Regional Innovation
Systems (RIS) and innovative clusters became popular policies (Choi, 2005).
46 The Kim Dae Jung administration (1997-2002) emphasized six new technologies: IT (Information
Technology), BT (Bio Technology), NT (Nano Technology), ET (Environment Technology), CT (Culture
Technology), and ST (Space Technology).
lacked coordination with other neighboring local governments, sometimes leading to a
duplication of innovative clusters (Choi, 2005). Overall, the many new industrial clusters
planned and developed throughout the country were not attractive to the R&D and high-tech
industries, which persisted in remaining in the capital region.
Table 2.3.3: Innovative cluster programs proposed by government ministries
Source: Choi, 2005
Owing to those constraints in the region, between 1997 and 2000, 75.3% of the increase
in the knowledge-based industries took place in the capital region (SERI, 2003). The proportion
of the R&D investments in the capital region also increased slightly between 2000 and 2008 (see
Table 2.3.4), indicating that the R&D investments have not decentralized to the innovative
clusters built throughout the country since the late 1990s. In terms of population, by 2005, 48%
of Koreans resided in the capital region (which was a further increase from the 42% in 1990).
The innovative clusters developed in the non-capital regions failed in dispersing both R&D
activities and population away from the capital region, unable to resist the existing hierarchical
spatial division of labor, thus pushing urban concentration and growth in a reverse direction of
the prior pattern during the HCI.
Ministry of Commerce, Industry and Energy Technopark Projects
Knowledge-based Industrial Clusters
Ministry of Finance and Economy Free Economic Zones" and "Special Regional
Development Zones
Ministry of Science and Technology Regional R&D Clusters
Science Research Complexes
Daedeok R&D Special Zone
Ministry of Culture and Tourism Cultural Technology Clusters
Ministry of Information and Regional Soft Towns
Communication
Table 2.3.4: R&D investment in the capital region
Year National Capital Capital Capital region & Capital region
(total) region region (%) Daejeon* & Daej eon
(billion Won) (billion Won) (billion Won) (%)
2000 13,849 8,441 61.0 10,420 75.2
2008 34,498 21,904 63.5 25,852 75.0
Source: Ministry of Education, Science, and Technology, "Research on R&D Activities", 2000, 2008
*The city of Daejeon hosts the Daedeok Science Town, which was established in the 1970s by the authoritarian
government to decentralize R&D. It is considered a relatively successful R&D town in Korea (Choi, 2005).
Accordingly, given the structurally imposed (economic and cultural) centrality of Seoul
and the capital region, the decentralization of government and democratization ironically further
undermined the prospect for balanced regional development. Without dedicated counteractive
efforts from a strong national state, and when only localities were in charge, it became even more
difficult to reverse the dynamics of flow of people and capital to Seoul. Yet, in the intensifying
globalization of capital, where cities and countries increasingly tie their fate to the global
economic system (Sassen, 1991; Castells, 1998), one has to wonder whether the Korean national
state would be able by any means to shift and reconstruct the current hierarchical division of
labor that has been giving so much concentrated power and resources to Seoul.
With its unsurpassed dominance in Korea, Seoul has been considered the Korean city
with the strongest potential to be linked to the global economy as one of the important nodes,
alongside other prosperous and affluent global cities, such as New York, London, and Tokyo.
Seoul's development has been buttressed by the country's key economic powers, as it is a home
ground for the headquarters of chaebols, many of who have grown to become (or aspire to be)
multinational corporations, and would benefit from Seoul becoming a global city. Hence, the
national state's primary concern may have lain in accommodating the concentration of economic
activities and population in Seoul, while "paying lip service" to the spatial decentralization goals
(Chung and Kirkby, 2002). As if to confirm this, Seoul and its vicinities are ever more displaying
savvy information technology-embedded urban development projects, trying to market the city in
the global economy.
2.4 Conclusion
In Korea, both the speed and the specific types of industrialization and the developmental state's
direct role in guiding capital, both macro-economically and spatially, influenced the formerly
agrarian country's urbanization patterns. The rapid industrialization (which was possible through
the EOI strategy) led to the developmental state producing equally fast-paced urbanization, with
the majority of rural population migrating to the cities.
Not all cities grew uniformly. Depending on the types of industrialization, different cities
boomed and declined. For instance, during Park's earliest industrialization in the 1960s based on
labor-intensive light industries, Seoul (with the highest concentration of urban labor and some
industrial experience during the past Rhee regime's Seoul-based ISI) grew the most. During the
capital-intensive EOI, southeastern coastal rural regions emerged as a new core, providing land,
infrastructure, and sea-going access to the international markets for their bulky and heavy
products. Instead of increasing the industrial primacy of Seoul, this era in the 1970s created bi-
polar urbanization. However, this state-led EOI had internal contradictions, and while preventing
the primacy during the industrialization, at the same time, it paradoxically concentrated
chaebols' headquarters in Seoul, where the state (directly guiding and planning the HCI) was
located. This resulted in the hierarchical spatial division of labor, creating the "elite Seoul,"
which then would lead to further accumulation of urban amenities in culture, education, and
consumption industries, endowing the city with potential to attract global service functions, high-
tech industries, and R&D activities that seek highly skilled labor. And in fact, as Korea's
international competitiveness had to move towards more R&D -oriented industries in the rapidly
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globalizing economy since the late 1980s, its urbanization pattern began to predominantly shift
back towards Seoul (and its capital region) - a product of the internal contradictions set up by the
state-led EOI.
CHAPTER 3. THE DEVELOPMENTAL STATE'S CREATION OF THE
PROPERTY MARKET
To recapitulate, Korea's authoritarian developmental state in the early 1970s had begun to limit
its industrial developmental activities in Seoul, attempting to locate them away from the region.
Part of the reason for this was the developmental state's interest in avoiding the challenges of
urban social movements (often triggered by an aggregation of masses in poor urban conditions)
that could easily lead to a support for populism and communism (Castells, 1983). The fact that
the developmental state's political base was the much larger rural middle class at the time, and
that the heavy-chemical EOI favored remote rural locations near ports, added to the logic of
locating industrial firms outside Seoul during the 1970s state-led HCI. However, after the most
rapid increase of migration to Seoul in the late 1960s, by 1970, a quarter of the total housing
stock was in informal settlements (Lim, 2005). Hence, even as it tried to shift employment
options for working classes into new industrial clusters outside the capital city, the
developmental state also had to accommodate urban citizens in Seoul. This was primarily an
urban housing problem, because Seoul was far from being capable of providing adequate shelter
to its new migrants and existing residents.
As the Korean developmental state tried to direct financial resources into industrial
sectors, it had to rely on the private sector for housing. Yet rather than the free market approach,
the Korean state used disciplinary measures (as it had with industrial capitalists) to guide it to
produce modernized apartment housing, which the U.S. Agency for International Development
(USAID) at the time considered to be beyond the majority of urban Koreans' needs or their
ability to pay. As will be introduced in this chapter, there were also criticisms that the Korean
state's housing policies backfired, resulting in real estate price increases and capital flowing into
real estate. However, based on the Korean urban conditions at the time, and distinguishing
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between land and housing, this chapter argues that, contrary to the conventional literature, the
Korean state had the intent to create a vibrant commercial housing market, which became a
significant means of capital accumulation and a new route to economic development in Korea,
especially in Seoul.
3.1 State, private sector, and urban middle class in Korea's housing development
Housing provides basic needs of shelter and has important implications for social and economic
development (Castells, 1977). Hence, the state has often engaged in its production. For instance,
in Hong Kong and Singapore (two of the "East Asian tigers"), the active state intervention in
housing development lowered the housing costs, which also helped to maintain cheaper labor
costs, facilitating their economic development (Castells et al., 1990). In Korea, however, the
state intervention in housing development took an unusual route, very different from its East
Asian neighbors or other developing countries (as in Latin America) that shared similar housing
problems in the 1960s and 1970s (Lim, 2005).
The relationship between property and industrial development
How and why was Korea's housing development different from other developing
countries at the time? Compared to the 1970s Latin American countries also undergoing the late
industrialization and urban modernization, where the World Bank promoted and dominated the
progressive housing development of "sites and services" and upgrading, Korea relied on
commercially produced and completed new housing units for sale, as in the advanced countries.
Korea's efforts to attract the private sector (domestic firms as opposed to petty small-scale
homebuilders) into housing production contrasted to the Latin American progressive housing
that started with squatting and informal settlement, and allowed the squatters legal tenureship,
incentivizing them to gradually improve their own housing. This latter policy was considered to
permit housing development in resource-lacking developing countries, fully utilizing people's
own abilities to build their homes and willingness to advance their living situations. The goal
was to progressively change the living environment, while preserving the communities that had
been developed from informal settlements (Skinner and Rodell, 1983). Hence, it is not a surprise
that Korea's housing development strategy was criticized for failing to consider its own limited
economic conditions and capacity, 4 7 and for not accurately addressing the existing social needs
and demands. It was seen as catering to only a fraction of the small upper-middle class in a leap
of faith that the overall national economic development would eventually bring more demand for
a higher standard of housing, and as neglecting the larger section of the urban poor. As a matter
of fact, the informal settlements of the poor were bulldozed to make room for the private sector-
developed commercialized housing (PDCI, 1977).
Even when compared to Singapore, with more comparable developmental state
institutions, Korea's focus on commercialization instead of public provision of housing is
striking. In Singapore, its developmental state took an active role of providing public housing
itself, resulting in more than 90% of housing production being made by the public sector since
1972, focusing heavily on rental unit provision. Compare this with about 30% of public sector-
built housing in Korea at the same time, with very few rental units. Park (1998) explained the
two countries' difference by the developmental states' different political coalitions with social
47 It was not the case that the Korean housing situation was any better than the Latin American cases. The
25% of informal slum settlements in Seoul was a significant proportion. Moreover, in 1960, Seoul had a
total of 396,980 households, but only 223,522 units of "housing," which included 1,688 units of "land
holes"- holes dug in land during the war for protection. Only 20,038 were what could be considered as
modem housing, and 108,331 (about 50%) were extremely old and dilapidated Korean traditional homes.
Some 38,535 units were shanties (Baek, 1960, cited in Lim, 2005).
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actors. He argued that unlike the Korean state, forming a coalition with large conglomerates
(chaebols) and being more interested in promoting economic growth at the expense of social
development, the Singaporean state had strong coalitions with a populist alliance and had to
balance between growth and populist aims. To his insightful argument, I would also add the
significance of the industrialization pattern in determining the housing development policies.
In fact, we can see a strong connection between a country's approach to housing
development and its industrialization process. For instance, in Korea, its domestic firm-based
EOI led to the state disciplining the labor force, and Chapter Two explained how during its HCI,
the developmental state tried to limit the growth of Seoul and pulled industries away from the
city. While mitigating further urban growth, the state had turned to systematically attract and
guide the private sector to solve Seoul's housing shortage, instead of taking the responsibility
itself. Of course the private sector-led, commercialized provision of housing was far from
accommodating the urban poor, mostly living in slums in Seoul. Yet the developmental state,
forming alliance with chaebols, poured most of the available resources into industrial sectors,
and had little financial means left for housing development. Despite its inability to reach the
majority of urban poor, the state was able to strongly "discipline" them, as the urban labor force
in Seoul was not the major political base of the developmental state. In other words, the Korean
state could (in a way) neglect and disregard the urban poor, and develop the private sector-led
housing market, hoping that the overall national economic development would eventually reduce
the poverty and increase the middle class that would be able to afford the commercialized
modern housing.48
48 See Gilbert and Ward (1985) on housing for the poor in Latin America. They argued that under the
capitalist state, housing and infrastructure provision for the poor in three Latin American cities (Bogota,
Mexico City, and Valencia) were rather inadequate and slow, and even policies such as self-help housing
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This neglect of the immediate housing need for the urban labor force was not possible for
Singapore or Latin American countries. For Singapore, as a city-state, the urban labor was the
main political base that the developmental state had to form a coalition with. Further, its
industrialization policy of attracting foreign MNCs to the city (instead of nurturing its own
domestic firms) led to the developmental state having to provide low-cost labor as well as social
and political stability. Therefore, investing in social development and providing affordable
public housing for the larger urban masses as a compensation for maintaining low wages was a
critical policy to support its industrialization. And for the populist Latin American states pushing
ISI in their primate cities with strong alliances with urban labor, there was no means to avert the
ever-increasing migration to the primate city, and they also could not ignore the large urban
population in dilapidated housing conditions. Moreover, for the Latin American states with
strong sentiments of populism, their intervention and commitment in social development were
the indispensable means to please their constituencies and to sustain power.
In other words, the Korean housing development strategy was an anomaly in that the
state sought to commercialize the housing market, while most other developing countries' states
sought to accommodate the urban poor and publicly took the responsibility for housing
provision. Given Korea's poor urban conditions, where many people lived in shanties and slums,
the state's aim to promote the private sector-led property market, as it focused its financial
resources on its already challenging goal of HCI, must have appeared as an immature replication
of advanced countries' housing industry. (For example, Korea lacked the financial resources to
establish the mortgage system for the consumers to pay the expensive housing units.)
Nevertheless, with the disciplining of the urban labor force and decentralizing of industries out
were politicized. They argued for reduction in the central planning and housing sector regulation for more
local leeway, in order to improve the situation.
of Seoul, the state held off publicly addressing the immediate housing needs of the urban
workers, and instead launched the commercial market for housing that targeted the urban elites
and the middle class, solely on the risky assumption that the success of EOI would eventually
make the private housing market accessible to the larger public and sufficiently respond to their
housing needs in the end. This was a far-reaching and inconceivable housing development
strategy for a developing country at the time. Even today, scholars consider the developing
countries' attempts at the replication of the First World's housing industry and market to be
prone to failure, as the high cost and expensive commercially produced new units, unaffordable
to the majority of local residents, would inevitably fail to generate a property market with
housing as an economic good (Ferguson and Navarrete, 2003). However, this is precisely what
the Korean developmental state has achieved. It has created a very active and profitable property
market, where housing is considered as a major means of wealth accumulation for many Korean
individuals, and the private sector has made great profit from producing and selling the new
units. The state used housing policies to create a property market, and not vice versa, and in
addition to the "economic miracle" based on its successful EOI, Korea also achieved a "property
market development miracle," although the latter has not been much credited as such.
In fact, even though Korea's property market overcame the earlier skepticisms,
afterwards, economists have then criticized Korea's property market as an outcome having the
opposite effect from the policy makers' intent. For example, Renaud (1988) argued that although
the Korean state had hoped to steer financial resources (i.e., domestic savings) towards its
preferred industrial sectors by financial regulation, 49 contrary to the policy's intent, the resulting
49 Preferred investors were given low interest rates, and with bank interest rates set by fiat, "financial
repression" led to interest rates falling below inflation. In this financial repression, households are not
likely to deposit their savings in banks, and seek for new investments (such as land and fixed assets) that
have values rising accordingly with inflation (Renaud, 1988; Fry, 1988).
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interest rate falling below inflation led to the savings being instead driven into the real estate
market, which, coupled with Korea's strict land regulations,5 0 guaranteed massive appreciation.
Hence, the real estate market became highly speculative and had increased values beyond what
would have been without the state distorting the market. This contrasts with the argument
presented here that the Korean state "created" the property market in order to solve urban
housing problems, given the limited available capital. Was the growth of the real estate market in
Korea a backfiring policy outcome or the developmental state's very own aim?
The answer depends on whether the focus is on land or housing within real estate. For
land, the criticism of the state policy failure is accurate. As "socially wasteful speculation," land
(with its price increase surpassing inflation) attracted firms' and private individuals' capital that
the state originally intended to attract to the selected industrial sectors. In fact, the chaebols have
frequently accumulated excessive land to increase their wealth in addition to their economic
production, and the state has tried to prevent the investment flowing into the land speculation as
early as the 1970s. For example, the government started to devise policies to discourage land
speculation in 1978, such as imposing increased taxes on capital gains from land and taxing the
' Korea has very limited available land for development to begin with, as its total area is a mere 38,622
sq miles. It has a population over 48 million, resulting in the 2 1 " most dense country in the world,
whereas Japan, often considered very populous, ranks 36*. Furthermore, 66% of Korea's land is
comprised of mountains where development is unsuitable. Yet most critically, the Korean government has
imposed strict control over the supply of land, even more constraining the already restricted land
availability. One of the largest factors in government control has been the greenbelt policy, introduced in
the previous chapter. By imposing an artificial scarcity of land for development, the greenbelt policy has
often been criticized for making the housing supply very inelastic (Son and Kim, 1998). Moreover, even
among the developable lands, few were zoned as residential. The power to approve land use conversions
and to issue development permits was in the hands of the Ministry of Construction (MOC). To prevent
large windfall gains by private developers, the government exclusively rezoned the land and gave the
development permits to public sector agencies. Therefore, KOLAND, Korea National Housing
Corporation (KNHC), and local governments monopolized large-scale housing developments (Hannah et
al., 1993; Kim and Kim, 2000). Consequently, private homebuilders often had to rely on the public
sector's provision of residential land to build housing, resulting in their lack of ability to react to the real
estate market conditions alone, further aggravating the housing shortage.
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unused land holdings of a private firm. Then, in 1989, when the lopsided land ownership5 1
became a huge social issue, the state adopted the Public Concept of Land Ownership, which was
based on the idea that the government could regulate the private land ownership and disposition
for the benefit of the public. Under this concept, the central government introduced the Land
Excess-Profits Tax Act, the Ceilings on the Ownership of Housing Sites Act, and the Restitution
of Development Gains Act (Lim, 2005). The fact that the Public Concept of Land Ownership
was concurrently pushed with the state's national promotion of housing developments
(introduced in the next chapter) indicates how the state perceived housing development
differently from the land speculation. 52
In contrast to the land speculation, housing development has been socially necessary in
the rapidly urbanizing Korea with poor housing conditions. Yet as argued earlier, the Korean
state had to depend on the private sector for the housing provision, because its financial
resources were being allocated to the industrial sectors for EOI. Relying on the private sector
required creating demand and profitability for the homebuilders, and instead of the laissez faire
approach, the state intervened deeply to create the market. This invited criticisms that the state's
regulation distorting the housing market was ineffective and added to the real estate speculation
(Kim, 1993; Kim and Kim, 2000), especially with the increasing housing speculation becoming a
problem in Korea. However, considering Korea's earlier poor and backward housing situation,
51 In 1989, Korea's wealthiest 5% of the population owned 65.2% of Korea's total privately owned land,
and the wealthiest 10% owned 76.9% (Lim, 2005).
52 Land and housing, however, are not completely unrelated. Hannah et al. (1993), for example, criticized
how the Korean state's regulations and limitations on the urban land supply caused urban housing prices
to rise.
such a market would not have been existed to begin with, were it not for the state engagement.
Researcher Lim at the Korea National Housing Corporation (KNHC)5 3 was quoted as saying,
Until now, Korea lacked resources and thus lacked public
provision of housing. Hence, we depended on the measures that
allowed speculative capital, or even created it in the real estate.
This resulted in a paradoxical situation, where on one hand, the
policies fought against the speculation, and on the other hand, they
tried to stimulate speculative demand (KBTK, 2007).
This statement summarizes very well the dilemma the Korean state had to face throughout its
policy engagement in the housing market and development, which were to be led by the private
sector. Although the speculative outcome has been subjected to criticism, it should not be
discounted that the state initially created and launched the private sector-led housing market and
development from the 1950s and 60s, when the housing development was a mere petty
commodity production.
The development of apartment complexes in Kangnam, Seoul
The Korean developmental state was deeply engaged in guiding the housing development
towards the new modern and mass-produced apartment complex types (dense and standardized
form of collective housing of more than five stories), in order to provide comfortable and modern
living conditions on massive scale, in the face of the country's very backward housing stock and
s3 Korea had a public Housing Corporation since 1941 under the Japanese colonization. After
independence and the Korean War, the corporation built housing entirely relying on government funding,
which was mainly coming from foreign aid. In 1962, the military government established the Korea
National Housing Corporation (KNHC), which was an extension of the previous Housing Corporation,
yet no longer relied solely on government funding and began housing production adopting an
entrepreneurial method. According to Lim (2005), this was an outcome of the contrasting situation that
the state had to face: lack of financial resources for housing and yet the political need for the public
housing supply.
extreme shortage. 54 Built as a complex (or a "residential park") of identical-looking concrete-
made apartment buildings laid out in order, often comprising 1,000 to 5,000 households, these
complexes also provided a number of residential-service uses, such as a playground, small parks,
a neighborhood center for elderly, a neighborhood commercial center with shops, and an
administration and management center run by a certified residential administrator (Gelezeau,
2007). The apartment complexes, with their developers also furnishing the basic residential
amenities, became the predominant form of development projects in the urban extension, notably
in Seoul from the 1970s.
Figure 3.1.1: Typical apartment comDlex in Seoul
source: &won woo sung, zUU /
However, an apartment, which now became a natural housing choice for Koreans, was a
complete alienation from the traditional form of living before the late 1970s. The majority of
Koreans had rural ideologies and considered it important to live on one's own land. Purchasing a
54 In 1970, Seoul had only a 56.7% housing supply rate, meaning that only a little over half of households
could live in formal housing.
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house implied purchasing the land, and yet the apartment units did provide that sense of owning
the land. Further, the apartment living, close to so many families (physically below and above)
was a very unfamiliar life style for Koreans who were accustomed to rural living (Lee, 1971).
Seoul in the early 1970s mostly comprised recent migrants from the countryside, and apartments
(mostly built by the KNHC) were considered as a public housing option for the very poor and
were not popular. Accordingly, large construction firms took little notice of the housing sector,
and were preoccupied with other large-scale social overhead capital developments (such as
highways and building industrial infrastructures), and in overseas construction work. And
throughout the 1960s, only petty small-scale homebuilders had engaged in the Korean housing
development, producing very limited housing, as their work had primarily consisted of buying
old houses and replacing them with new ones. In other words, the "housing development" at the
time had been petty in scale and in content, predominantly either self-construction or a carpenter
and a few laborers intermittently building one or two-story new houses for sale. These conditions
did little to improve the poor urban environment, and the idea that the industrial production of
more modernized and sanitized housing was necessary to solve urban and social problems
became prevalent among the Korean policy makers (Lim, 2005).
Yet to reverse the situation, and to make apartments attractive in the housing market to
both consumers and private developers, the developmental state had to promote apartments to the
elite and the middle-class first. The state found such an opportunity, as it employed apartment
complexes to develop Seoul's Kangnam area, then undeveloped open fields south of the Han
River. By 1970, Seoul was already home to 39% of the new middle class5 5 (Lim, 2005), and the
s Seo (1985) defines the new middle class as white-collar workers often with professional skills.
Examples include firm managers, government workers, teachers, professors, artists, writers, and
journalists. They are often the intellectuals and those who earn income higher than the average. With the
hierarchical spatial division of labor throughout the state-led EOI (see Chapter Two), Seoul has
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state targeted the Kangnam development to become the new residential area for its elites and the
urban middle class. In addition to preparing land through land readjustment for apartment
complex constructions in Kangnam, the state relocated a number of chaebol offices, which were
hiring well-paid white-collar workers, from their original locations in Kangbook. Seoul's best
high schools (which also meant the best in the country) relocated to the area as well, helping it to
become a coveted residential place for the middle to upper-class families. Further, to stop the
brain drain, Park at the time provided those returning to Korea after obtaining higher educational
degrees overseas with extensive support, which included locating them in the new apartments
built in Kangnam (Gelezeau, 2007). Therefore, the Kangnam apartments began to be favored by
the urban middle and upper class, reversing the public's negative perception of apartments.
Seeing the potential for profit, large construction companies began to join the housing industry
after 1975, fueling the massive developments of apartment complexes.
Starting with the KNHC's Banpo apartment complex of 4,000 households finished in
1974, Kangnam's key apartment developments included the massive Jamsil complex of 11,821
households built in only two years between 1975 and 1977, and the Hyundai conglomerate's
apartment complex of 3,000 households built between 1976 and 1979 (Gelezeau, 2007). Through
1984, a total of 93,552 new apartment units were built in Kangnam, and in the process, a number
of homebuilders (e.g., Samik, Hanyang, Samho) grew to become leading chaebols (Lim, 2005).
Spurred by the new developments in Kangnam, the apartment complexes soon
predominated in Seoul's landscape. In 1975, the MOC (Ministry of Construction) had introduced
"apartment zones," where no other projects than apartment complexes could be built, and
between 1976 and 1979, preserved much of the undeveloped land in Seoul for future apartment
dominated the concentration of the new urban middle class, who were the potential buyers of modem
apartment housing. The share of the new middle class in Seoul rapidly increased to 48.4% in 1975, and to
60% in 1980 (Lim, 2005).
complexes. It designated 3,850,668 pyong (1 pyong equals to 3.3 m2 ), of which Kangnam
comprised 2,363,000 pyong5 6 (Chosun Ilbo, December, 7 1982). Although the development of
apartments eventually spread to other Korean cities, and comprised 87% of the total new housing
developments taking place in Korea by 1990 (Oh et al., 2005), the state's effort to establish the
property market with Fordist mass production of apartments was focused in Seoul, because the
capital city had by far the most urgent housing problem, of any city in Korea.
To recall, Chapter Two explained how between 1966 and 1970, Seoul had a yearly
average of 433,000 increase of population, and even between 1970 and 1980, its population
increased on average 281,000 per year. Compare this huge population increase with the second-
and third-largest Korean cities (see Table 3.1.1 below). Also, Seoul's yearly population increase
was more or less equal to the "total population" that the state-built mid-sized industrial cities
(i.e., Changwon, Pohang, and Gumi) would be able to reach only in 1990. Hence, it is
understandable that providing housing for Seoul's massive new in-migrants, with its already dire
housing conditions, was the biggest urban challenge for the Korean state.57
56Already in 1982, all, except for 321,438 pyong were built with apartments.
57To grasp the scale of this challenge, compare Seoul to Singapore. In 1970, Seoul's population was 5.5
million and its housing supply rate was 56.7%. This means that about 2.4 million in Seoul were without
housing. At the same year, Singapore's "total population" was only 2 million. Thus the Korean
developmental state in 1970 had an enormously challenging task to supply new housing stock for the
population size larger than the entire population of Singapore, with another 281,000 new influx of
residents within the year.
Table 3.1.1: Population changes in the three largest cities in Korea (1960-1990)
1960 1970 1980 1990
1. Seoul (1000s) 2,445 (9.8%) 5,433 (17.6%) 8,364 (22.3%) 10,613 (24.4%)
area: 233.7 sq mi
Population change - 2,988 (1960-70) 2,931 (1970-1980) 1,149 (1980-
1990)
2. Pusan (1000s) 1,164 (4.7%) 1,876 (6.0%) 3,160 (8.4%) 3,787 (8.6%)
area: 295.8 sq mi
Population change - 712 (1960-70) 1,284 (1970-1980) 627 (1980-1990)
3. Daegu (1000s) 677(2.7%) 1,081 (3.4%) 1,605 (4.3%) 2,229 (5.1%)
area: 341.4 sq mi
Population change - 404 (1960-70) 524 (1970-1980) 624 (1980-1990)
National (1000s) 24,989 (100.0%) 31,434 (100.0%) 37,436 (100.0%) 43,411 (100.0%)
Source: data from Korea National Statistical Office
Much of the formal housing stock in Seoul was old and outdated, and needed to be
rebuilt, on top of the large influx of new residents every year. In such circumstances, the
"developmental state" was keen on promoting the Fordist mass production of apartments,
capable of building many standardized and modernized units in a relatively short construction
time, despite the international organizations' criticisms that such housing development was
neither affordable nor needed by the majority of Seoul's urban poor and workers.
The forward-looking Korean developmental state must have considered the modern
apartment complexes, embodying the growth ideology of massive quantity and speed (Choi,
1991), as the long-term solution to its seriously backward housing situation 58 - similar to how it
had jumped into the HCI against so much skepticism of Korea lacking the industrial experience
and capacity to achieve it.59 And again, in the end, the apartments did achieve the state's goal of
58 This is also supported by the fact that the developmental state coming to power in 1961 soon
established the KNHC (in 1962), which started to build apartments in the same year.
s9 Another notable example of this Korean developmental state's "forward looking" decision-making
(against severe criticism and skepticism) was the development of the 428 km Kyungbu highway linking
Seoul and Pusan. This highway was built from February 1968 to July 1970, and would later allow the
development of the industrial new towns in the southeast coast for the export-oriented heavy-chemical
industrial factories. (Before its development it took 15 hours to reach Pusan from Seoul, and after, it took
only 5 hours.) Although from the mid-1970s, this highway would become one of the key elements for
Korea's success in HCI, the World Bank had denied a loan for this project, claiming that it was beyond
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providing modernized units to the larger public, including the working class, and greatly
improved Korea's overall housing and living standard compared to its counterparts in Latin
America (Lim, 2005). However, on a negative note, the neglected urban poor suffered, especially
in the earlier process, and, in fact, the apartment complexes' colossal physical development
attributes helped to quickly and efficiently remove the slums and urban poor out of the city and
out of sight in the 1970s and 80s (Oh et al., 2005).
3.2 The property market as driving element from local to national economic
development
Despite the fact that the developmental state successfully managed to introduce apartments as the
new housing development to Seoul's middle class through its development of Kangnam, in order
to sustain the demand and the private-sector production of the mass-produced apartments, the
state had to create a vibrant property market, where the apartments would be sold and bought as
economic goods. To recapitulate, this creation of a property market was necessary, because the
state (with its lack of available financial resources for housing development) had to depend on
the private sector for the apartment construction, and the private sector of course was driven by
the demand and the profitability. Yet the apartments were only affordable to a fraction of Seoul's
middle and upper class at the time, and the mass-produced apartment units would soon lose
demand, if they were considered only as a social good and not an economic (i.e., investment)
good. The Korean government thus had an extremely challenging goal to create continuous
demand for the mass-produced apartments that were not easily affordable to most of the
the need and capacity for the Korean economy. (At the time, there were only 100,000 registered
automobiles in Korea.) Hence, Korea relied on the only abundant source it had - the human power to
reduce the cost. (Korea managed to finance the project by taking a loan from Japan and by the money it
received for sending its troops to the Vietnam War.) With no weekends or holidays, 8.9 million workers
worked day and night, and 77 workers died in the process (based on an informal interview; Chosun ibo,
July 6, 2010; July 7, 2010)
households, and yet also lack the scarcity that would make them a luxury good. And the state had
to achieve this goal without a mortgage financing system or subsidizing the private developers to
reduce the prices, both of which it could not afford at the time as it primarily focused on its HCI.
So, without providing financial assistance to both consumers and producers of apartments, how
did the Korean developmental state manage to create and sustain an active property market of
apartments?
The authoritarian developmental state disciplining the housing development
Despite the lack of financial measures, the Korean developmental state could intervene in
the housing development with its regulatory powers, disciplining and guiding the private sector
and the real estate market mechanisms through legal measures. In 1972, the state legislated the
Housing Development Promotion Law (HDPL) to engage and control the housing development.
The HDPL established Korea's housing supply system of apartments, which had to be
built by large firms with necessary technological capabilities. This law required any housing
construction of more than 50 units (changed to 20 units in 1982) to abide by its construction and
sales guidelines. It facilitated the administrative procedures of the private sector's development
of apartment complexes on the residential land that was publicly prepared through land
readjustments. It also gave tax exemptions, such as the 3-year exemption on land acquisition and
housing development on the land that was designated as the Housing Development Promotional
District (Lim, 2005; Gelezeau, 2007). Although the HDPL was enacted in 1972, the following
key disciplinary and incentivizing regulations have been established since 1977, when the new
form of housing - apartments - began to be accepted and demanded in the Korean housing
market, with the development of Kangnam (Table 3.2.1).
Table 3.2.1: Key disciplinary/incentivizing policies under the HDPL, 1977
Policies Supply Demand
Designation system: Discipline/incentive - large Not Applicable
Selective support to large firms received incentives but
homebuilders were required to include small
units in apartments
Dual Pricing sstem (price ceiling): Discipline - could not raise Incentive - earned huge economic
Price limit on new housing units prices beyond the limit gain when purchasing a new unit
Advanced sale system: Incentive - earned capital Discipline - had to start payment
Prepayments required for purchases early during the construction in advance in divided amounts
stage
Subscription account: Not Applicable Discipline/incentive - required to
Mandatory saving account to open an account and save, which
qualify for new unit purchase helped home purchase financing
and gave priority to renters
First, there were incentivizing measures. On the supply side, the law required firms
engaging in the housing sector to register with the Ministry of Construction. To register, the
firms had to qualify in terms of their capital assets, number of technicians, and their yearly
construction portfolio. Among the registered firms, the designation system selected the largest
firms, with an intention to promote large private homebuilders that would be capable of
constructing large-scale apartment complexes. The designation system gave selective support to
the largest homebuilders, similar to the way they favored chaebols in manufacturing. In 1978, 46
were selected as the first designated firms. Around the same time, chaebols, seeing huge
potential in the housing sector with the designation system, bought out some of the medium-
sized homebuilders, creating subsidiaries in the housing industry. The designated firms (of which
the chaebol subsidiaries were part)60 not only received some financial and tax incentives, but
also institutional support measures to facilitate land acquisition and sales of their housing units.
60 Among the 117 designated firms in 1991, 31 were subsidiaries of chaebols (Yoon, 1994). Today, many
chaebols have at least one subsidiary in the construction and housing sector. Hyundai has Hyundai
Construction, KCC Construction, Hanra Construction, Hyundai Industry Development, and many others.
Samsung has Samsung C&T and Samsung Heavy Industries. Other top Korean chaebols (e.g., POSCO,
SK, GS, Lotte, Doosan, Keumho, Hyosung, and Hanwha) all have subsidiaries in construction and
homebuilding (Kyunghyang Shinmun, April 19, 2010).
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In addition to these privileges, the designated firms were given the exclusive right to bid for
major apartment complex developments. They thus became the key players in Korea's
homebuilding industry. In return for their development opportunities, the central government
required them to additionally build rental and small apartment units for the benefit of the public6'
(Lim, 2005; Jootaek Journal, June 11, 2007).
Then, as a more disciplinary measure, the HDPL imposed price limits on any new
apartment units, 6 2 influencing both sides of the supply and demand. In the dual-pricing system,
the new apartment units were subject to a price ceiling set by the central government, while the
old units' price was higher at the market price. This imposition of price regulation may have
started in order to promote more socially beneficial distribution of home ownership in the private
sector-dominated housing development and also to limit the house price increase, but became the
key factor in transforming the apartment ownership into an investment. The fact that the new
units could be sold at higher prices afterwards created a huge demand for them. And the huge
demand for new apartment units also kept the market prices up, adding to the apartments'
becoming speculative assets.
This critical disciplining of the private firms was possible, not only because of the strong
state's power at the time, but also because the public supported it, considering it a socially just
policy, making new apartments available to a wider economic spectrum of households. In other
words, the public welcomed the regulation as providing opportunities of homeownership to those
who otherwise would not have been able to afford homes at market prices, by curtailing private
61 As the housing supply ratio exceeded 90% in the late 1990s, there no longer needed to be a policy to
support large homebuilders to facilitate large-scale residential developments. Therefore, in 1999, the
designation system was abolished (Jootaek Journal, June 11, 2007).
62 Only public housing used to be under the control of the price ceiling in Korea since 1963, but in 1977,
the state expanded the regulation to all privately built apartment units as well, under the HDPL (KBTK,
2007).
firms' potential profit.63 And after the property market had taken off, the price ceiling did help to
expand the new homeownership opportunities as the public expected.
The state's disciplinary measures were also applied to prospective home consumers to
benefit the homebuilders. Given the state's limited financial resources available for the housing
sector, the state introduced an advance sale system of apartments, where all new units could be
sold, as long as 20% of the construction was completed. When signing the contract, the
purchaser had to pay 20% of the total price of the housing unit, then pay 60% over the next
couple of years during the construction stage, and finally pay the remaining 20% when
occupying the finished unit (Kim and Kim, 2000). The prepayment of 80% of the total sales
could cover a significant portion of the costs that the firms needed to incur during the
construction, making the housing sector a financially accessible industry, despite the relatively
limited financial assistance from the state.
Institutionalized financial assistance was likewise lacking for home consumers. It was
highly difficult for an individual to get a sufficient loan for real estate from a bank in Korea in
the 1970s and 80s. For example, even in 1988, the average individual loan accounted for only
22.8% of the housing price, leading to few utilizing formal financial institutions to purchase
homes (KRIHS, 1990). Instead, most Koreans' home purchases depended on informal financing,
namely borrowing from their family members, personal saving, and the chonse rental system
(requiring a lump sum payment equal to about 35-50% of the apartment value as a deposit in lieu
of a monthly-pay rental system) 64 (Gelezeau, 2007). With its price-ceiling system allowing huge
63 It should be noted that, nevertheless, the system worked only because the private firms could still
financially benefit from the Fordist mass production of standardized apartment units under the price
ceiling.
64 In Korea, the housing market is dominated by the chonse rental system, where the renter pays a lump
sum equal to about 35-50% of the apartment's value as a deposit, which is returned to the renter (without
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profit gains to new homeowners, the state was disciplining and enticing citizens (i.e., potential
homeowners) to diligently save and privately finance their home purchases apart from
institutionalized financial means. 65
The state further controlled and disciplined the demand side of apartments by requiring
potential purchasers to open a subscription account with the Korea Housing Bank,66 in order to
be eligible to purchase a new apartment unit.67 The account holder had to save monthly for a
interest) when he/she vacates the unit. In other words, instead of paying monthly rent, the renter needs to
accumulate a substantial amount of money for the deposit when moving in. In Seoul, 80% of renters are
in the chonse system, and only a few of the very small units and those rented to foreigners are in a
monthly-pay rental system. Because the deposit required for chonse is very high, especially when
compared to the new housing unit price (subject to the price ceiling), this system enabled Koreans to
become homeowners, despite the country's lacking a mortgage system.
65 Gelezeau (2007) gives a specific example of how one of her interviewees was able to purchase her new
home in one of the suburban new towns (Ilsan) through the chonse system and financing support from her
family. Because her story is generalizable to many other Koreans' experiences in the real estate market, it
is introduced here:
Mrs. Lee (before her marriage) lived in an apartment in Seoul, as a chonse with a deposit of 25 million
Won (Korean currency), which her parents had paid for her. After her marriage, she and her husband
moved into an apartment, again as a chonse, but requiring a 70 million Won deposit. The 70 million Won
was provided by 1) her previous 25 million Won chonse deposit (which she received as she vacated her
previous home), 2) 30 million her father in-law gave her, and 3) 15 million Won she borrowed from her
family. In 1993, she succeeded in signing a contract to purchase her new apartment in Ilsan new town at
the price of 85 million Won. The first payment of 20% came from the couple's savings and money
borrowed from her family. After that, she paid the rest of the required 80% prepayment in six payments
over the next three years. In addition to using up their savings, she had to take a loan from the bank at a
12% interest rate, in order to make the six payments. However, as she and her family moved into Ilsan,
she got her deposit of 70 million Won back from the previous apartment. With this cash, she could repay
all of the outstanding bank loans and the money borrowed from her family. Notice how 70 million Won is
over 80% of their new apartment's purchase price (85 million Won), due to the price ceiling imposed on
new apartment units. Also, only 6 months after the couple moved in, the apartment was priced at 140
million Won in the market, demonstrating clearly why Koreans enthusiastically saved and invested to
purchase an apartment.
66 The national Korean Housing Bank first opened in 1969 to finance both the producers and the
consumers of the housing market. The bank grew significantly, especially with the mandatory
subscription accounts introduced in the late 1970s, although not to a degree sufficient to provide adequate
financial resources. Amidst the liberalization, in 1997, the bank became privatized and other commercial
banks were allowed to enter the housing financial market, ending the Korean Housing Bank's monopoly
(KBTK, 2007).
67 This requirement started with the public housing, but was soon extended to the apartments built by the
private sector in 1978 (KBTK, 2007).
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fixed time period and could not withdraw the saving, which would be automatically contributed
to the holder's home purchase payment in the future. These mandatory accounts provided the
Korea Housing Bank with available capital to be used at its discretion for residential
development. When completing the required saving, the account holder was given a ranking,
depending on the amount of money and the number of years saved. The higher the ranking, the
more likely it was for the account holder to earn the right to purchase, which was decided
through a drawing. The specific details of the regulations fluctuated over the years, and between
public and private housing. Yet in general, 1) those who have not owned a home for a long
period of time had an advantage; 2) once selected to obtain the right to purchase, the person had
to wait a few years to be eligible again; 3) the resale of the subscription account or the right to
purchase was prohibited; and 4) the subscription account was limited to only one per household.
Therefore, besides guiding the flow of private capital into the public institution (the Korean
Housing Bank), this purchase method regulation allowed the state to influence the distribution of
homeownership, preventing rich individuals' monopolization of the housing market to an extent.
This discipline would particularly become more essential with Korea's overall economic
development and increase in its urban middle class that could be potential homeowners of
apartments.
To summarize, through the legal framework (HDPL), the state established its means to
control both the supply and demand, and to discipline and guide the producers and consumers of
apartments. It orchestrated the system to create the potential for a highly competitive demand for
apartments and rapid real estate value increases, which were favorable and necessary conditions
for effectively launching and sustaining the state-regulated and disciplined apartment
development. In fact, Gelezeau (2007) called the Korean apartments the "urban middle class
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production factory," because with the escalating housing prices, the purchasers of new apartment
units (under the price-ceiling regulation) could gain a huge profit, and the sudden increase in
their wealth speeded their economic upward mobility. Hence, despite Korea's attempt to keep
wages relatively low throughout the 1970s and 80s, the homeownership of modern apartments
quickly began to spread to the larger public, as a preferred path to investment and personal
economic growth. Stated differently, the Korean urban property market composed largely of
apartments did not just passively wait for the national macroeconomic development to increase
the urban middle class (i.e., the potential buyers of the apartments), but actively created the
demand itself and helped to expand the economic urban middle class in Korea through its unique
market mechanisms. It was, in effect, establishing another route to economic growth, in addition
to industrialization.
Recalibrating urban property market development
The economic development function of the property market of the Fordist mass
production of apartments included 1) generating employment (in construction, real estate, and
building materials manufacturing) and 2) creating a whole new market for the private firms to
grow in, in addition to the export-oriented industries. Even without being financially committed,
the developmental state has succeeded in building a viable new housing industry. Further,
through this achievement, the developmental state was able to establish a new social consensus
around its authoritative growth model in the capital city's urban middle class (Gelezeau, 2007),
because the new homeowners that were ascending to the economic middle class through wealth
accumulation in real estate became the beneficiaries and thus the new supporters of the state
(Kang, 1998).
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The development of the property market of the Fordist mass production of apartments in
Seoul thus had parallel dynamics to those described in Molotch's work on the "growth machine."
It built on relations between: 1) the developmental state for its economic and political interests,
2) chaebols making economic profits, and 3) the urban dwellers intoxicated with the prospect for
economic upward mobility. The dynamics could also be interpreted as the state intervention in
the process of shifting domains of capital accumulation from industrialization into the built
environment, resulting in the growth of the economy and the middle class. In a way, it helped to
spread the wealth, which could have been easily concentrated in the hands of a few rich with the
EOI made possible through disciplined labor. It invited more to join the advance to economic
prosperity, and to benefit from the fruits of the national economic development, eventually
reaching to the urban workers as well.
However, unlike in most other developing countries, where the successful outcome of the
state intervention in housing meant keeping the housing costs low and affordable, the Korean
model depended on the rising apartment prices. Its dependence on the real estate value increase
is inherently contradictory, because even though the developmental state could regulate the new
units' price, the overall skyrocketing demand following the price increases of apartments in the
market would inevitably raise the prices of input goods, such as land, and this would result in the
private developers becoming unwilling to build housing, unless the price ceiling is readjusted.
Further, the real estate value increase would also lead to the people increasingly becoming
unable to purchase old units in the market due to the high prices, while the new supply of
housing is constrained. (Even today, the housing supply rate is below 100% in Seoul.) This latter
problem becomes especially problematic, if new units are not being poured into the market for
various reasons such as the limited availability of land and the increasing input material costs
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given the fixed price ceiling - as was the case in the late 1980s. Yet, already in the late 1970s,
the property market faced its first crises, as the land values increased to a degree that jeopardized
the acquiring of large tracts of land for apartment complexes in Seoul.
Throughout the 1970s, residential lands for apartments had been developed through land
readjustments.68 Using this method, a public authority pooled landowners together, and then
grouped and developed their land plots for an apartment complex project. Each landowner
contributed a portion of their previous land for infrastructure and a reserve land, which was sold
at the end to pay the costs of the site preparation. Due to the large increases in the values of land
returned to them after the readjustment, the landowners earned huge profits, while unburdening
the public authority with its self-financing method. Yet private homebuilders had to purchase the
land (after land readjustment) from individual small landowners, who increasingly began to
demand a higher price and wanted to hold on to their plots. Amid increasing popularity of
apartments after the Kangnam development, and thus rapidly rising real estate values in Korea,
finding and purchasing land ready for an apartment complex construction became increasingly
difficult (Pyun, 2005; Lim, 2005).
In the circumstances, the Korea Land Corporation (KOLAND) was established in 1979,
to enhance the public's role in land preparation and development. Further, in 1980, the new
military government of Chun Doo Hwan,69 enacted the Residential Land Development
68 See Sorensen (1999) for more on land readjustment and the cases in Japan, from where Korea adopted
the method.
69 After President Park Chung Hee's assassination in 1979, Chun Doo Hwan and his military hardliners
began to fill the political vacuum and addressed social instability. From December 1979 to 1980, Chun
Doo Hwan banned political activities, closed universities, and began arresting and suppressing those who
demanded democracy. One of the renowned politicians to be arrested was Kim Dae Jung. In May 1980,
requesting his release, a massive civil uprising occurred in the city of Kwangju (in South Cholla
province), which was his political base. The military sent troops to the city, killing both demonstrators as
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Promotion Law (RLDPL), together with his Five Million Housing Construction Plan.70 This new
law enabled the public developer (KOLAND) to purchase and develop numerous fragmented
plots as a whole site, by coercing private landowners to sell their land at an appraisal price
calculated by a public agency. The price was based on the previous (mostly greenery or farmland)
land-use value, and thus did not reflect the potential increases from the new development being
proposed. If the landowner did not agree to the appraised price, the land could be forcefully
acquired through the RLDPL, rather than the normal sales procedures under the Commercial
Law. Such strong disciplining of the landowner was possible, not only because of the military
government's power in relation to the poorly organized small landowners, but also because a
much larger public was benefiting from the continuing development of the property market.
Moreover, any designated site under the RLDPL was freed from the previous 19 planning laws it
was under, and was automatically granted new urban planning laws necessary for it to become
residential. In short, the RLDPL enabled massive-scale residential land developments, through
government's direct control of land prices and acquisition process. It overcame the problems of
landowners unwilling to sell their land that had become prevalent under the land readjustment
well as spectators. Although the official government announced 389 injured and 174 killed, sources from
eyewitnesses claim around 2,000 deaths (Kim, 2008).
70 Through the announcement of the Five Million Housing Construction Plan, the new military
government sought to achieve public support despite its coming to power illegitimately. The goal was
overly ambitious in that 5 million units equaled to the total existing housing units in Korea at the time. It
failed to be accomplished in the planned 10 years. In fact, Son Jung Mok, an urban planning professor
(who wrote a series of books on the urban development of Seoul based on his long-term hands-on
experience as a city planner in Seoul) speculated that the President Chun must have forgotten about the
Five Million Housing Construction Plan completely after its first report. He based his conjecture on the
fact that after the first announcement of the plan, the President had never mentioned it again during his
presidency. Furthermore, a special edition on Chun regime by the Kyung-Hyang Newspaper published in
1987, omitted the plan, even in its chapter on the regime's housing policies (Son, 2003b). In other words,
the Five Million Housing Construction Plan was a forgotten policy of the regime. Today, it is
remembered as a mere attempt of the Chun regime to conciliate the public during its initial stage of
seizing the power with military force (KBTK, 2007). Nevertheless, as will be explained in this section,
Chun regime appears to have been successful at its intent on increasing apartment developments,
especially in Seoul facing limits in land availability.
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system, and thus began to be used as the representative residential land development method in
Korea after 1980 (Kim, 2007; Pyun, 2005).
Through this new method of land acquirement under the RLDPL, a number of mega-
scale apartment complexes (Gyepo, Mokdong, Sangye, Kodok, and Joongyedong - area totaling
to 14 million M2 ) could be built in Seoul during the Chun regime. Also, in the 1980s, more than
half of the new housing constructions in Korea were built in the form of apartments, which was
an increase from the 38% between 1977-1981 (Oh et al., 2005). In other words, the new military
government was able to keep the momentum of the thriving property market in Seoul, as well as
spreading it to other metropolises, by quickly finding a new legal solution for the problem (of
rising land cost) it faced. The authoritative RLDPL ensured the land provision for modern
apartment complexes, regardless of the real estate value increase. 7' The 1980s was also when
Seoul had to prepare to host the 1988 Summer Olympic Games,7 2 and this was not a simple goal,
as the city still had many of the Third-World city characteristics, such as shantytowns and slums.
While the RLDPL quickly removed illegal and temporary settlements and filled empty green
fields with modern apartment complexes in Seoul, the redevelopment of old residential and city
7 From 1963 to 1983, the land price in Kangnam increased more than 1000 times (Son, 2003b).
72Despite the push for HCI since 1975, Korea in 1980 was far from being at the economic stage to host
the Olympic Games. Nevertheless, the military regime pushed for the project for two reasons. At the time,
South Korea's military force was only 70% of that of North Korea, and South Korea was not certain of
the result if North Korea were to invade. Hosting the international Olympic Games meant that at least
until 1988, North Korea would refrain from starting a war with the South. Further, the new military
regime, with its illegitimate coming to power, had to convert citizens' attention away from the politics,
and sports was one of the regime's promotions. For the 1988 Olympic Games, Seoul was competing with
the major competitor Nagoya, Japan. In 1980, Japan's GDP per capital was $7,729 while that of Korea
was $1,355. Japan also had a 17.6 times larger GDP than Korea. Many considered Nagoya certain to be
the host for 1988 Olympics, and even Korean citizens were skeptical of the government's bid. Out of
sheer desperation, the government officials and chaebols worked on the project with a determination that
if they were to lose to Japan, they would be severely criticized back in Korea and would have to take the
responsibility for the failure. "As a miracle," they succeeded, and Seoul was selected to host the 1988
Olympic Games (Son, 2003b).
106
center areas also took place extensively in the 1980s, and before 1988, a total of 426,000 m2
become redeveloped. With the massive urban development being pushed to host the 1988
Olympic Games, which was greatly facilitated by Korea's thriving property market, Seoul was
rapidly shedding its Third-World city image.
3.3 Conclusion
While housing development is considered as an important condition for the reproduction of
capital (Castells, 1977; Castells et al., 1990), I argued in this chapter that it is also the case that
the industrialization pattern determined a state's housing development policy. For the Korean
developmental state, its ambitious EOI was based on nurturing domestic firms requiring the
state's huge investment and financial support, and on the state's disciplining of the urban labor
force (which was facilitated by its predominantly rural political base). The manufacturing sectors
of such EOI took place outside of Seoul, in the southeastern coast, giving the state more leverage
in "disciplining" (or rather, neglecting) the housing needs of the urban poor and workers in Seoul,
where the housing shortage was the most problematic. In the circumstance, the Korean
developmental state chose to focus its financial resources in EOI, and turned to the private sector
to solve Seoul's severe housing problem. However, the private sector alone would not have been
able to find a balance between the profitability of a project and providing housing that could
address Seoul's slums, overall old and outdated housing, and the sheer lack of housing stock.
Hence, acting as a "developmental state," the Korean national government, in effect, "created"
the property market for the Fordist mass production of apartments, which targeted the urban
middle class, but were also capable of producing large numbers of modernized and standardized
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units quickly, by actively disciplining and incentivizing the consumers and producers of the
market through its regulatory powers.
In other words, the Korean developmental state had "embedded autonomy" (Evans,
1995), and was able to successfully develop the property market, similar to how it succeeded in
its EOI by orchestrating the private sector. The Korean housing development was neither the
laissez faire approach nor the state taking on the role of direct provision of the good, but was
about the state actively intervening to create a viable market for housing and guiding it towards
the state's development aims. Although this Korean model had been severely criticized, because
housing has a strong implication of social good, and creating a viable market for it meant
neglecting the immediate needs of the urban poor, in the end, these commercially produced
apartments greatly improved the overall housing conditions for urban Koreans, especially with
the success of HCI (as had been anticipated by the state). Moreover, the property market itself
was adding to the economic development (via the growth of the housing industry and expanding
the urban middle class through homeownership), and together with the industrial development
during the 1980s, many Koreans got on the bandwagon to economic upward mobility. The
phenomenon was especially predominant in Seoul, which established itself as the center of
Korea's "property market development miracle," laying the foundation for its further attraction
of property development projects.
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CHAPTER 4. THE NEW DEMOCRATIC STATE'S RESIDENTIAL
SUBURBAN NEW TOWNS
Relying on Seoul's property market, established with the developmental state's promotion of
apartment complex developments, the new democratic regime (1988-1993) built the suburban
residential "city-scale" new towns on the outskirts of Seoul. These new towns were the symbolic
development project of the new regime, and had significance in that the state 1) took more
extensive measures to resolve the housing supply problem, especially in Seoul, and 2) started to
rely on (or actively engage) the property development for its development aims. They were part
of the new democratic regime's national agenda to build two million housing units in the five
years of its incumbency (the Two Million Housing Construction Plan, TMHCP), and due to their
close connection to Seoul's property market, they exhibited predominating physical attributes of
a concentration of large apartments, distinctively different from Ebenezer Howard's garden cities
or suburban residential areas seen in the U.S. They were also different from other domestic
industrial new towns in that they indicated the state's new geographical emphasis on the
expansion and the growth of the capital region, as they located near Seoul and extended
infrastructure and development beyond its boundary.
At the time, the TMCHP and the new town developments dominated the national agenda,
illustrating how the newly democratizing state primarily focused on the housing development to
achieve its economic and political priorities, and in the process, began to subvert some of the
disciplinary measures in the real estate realm described in the previous chapter. With the state's
determination and effort, the TMHCP (1988-1992) was successfully accomplished, and the
residential new towns acted as a new turning point for Seoul's housing shortage problem. Not
only that, the resulting overall growth of the property market led to the state increasingly using
property development to control the cyclical activities of the national economy. While Chapter
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Two examined the developmental state's economically driven projects assisting capital
accumulation in the industrial realm and Chapter Three introduced the establishment of Korea's
property market, this chapter studies the residential new town projects, through which the state
guided capital accumulation in the real estate realm, amid Korea's transformations in the late
1980s - marked by the new wave of democracy and the post-economic boom from the successful
industrialization that had been seeded since the 1970s.
4.1 The development rationale for TMHCP and residential suburban new towns
To recapitulate, the previous military regimes also had particularly sought to solve Seoul's
housing problem, and had announced the national housing development plans, similar to the
TMHCP, accompanying their politically controversial actions. For instance, there had been
Park's 2.5 million housing development plan (1972-1981) soon after the installment of his
bureaucratic-authoritarian regime yushin and Chun's 5 million housing development plan (1980-
1989) following his illegitimate coming to power. Yet, despite the state's development and
promotion of the vibrant urban property market, especially in Seoul, these previous housing
development promises were not met, in part because they were over-ambitious goals73 due to
their primary roles as grand programs proclaimed by the state more than as carefully planned out
housing development aims. Further, the fact that the Korean state relied on the profit-oriented
private sector for housing development made it difficult to reach its supply goals.
The THMCP (1988-1992) had equally impressive aims with its plan to build 2 million
units in five years when the total national housing stock was only 6.45 million. However, the
THMCP (1988-1992) stands out from its predecessors, because it was the only national housing
73 For instance, in 1980, the total national housing stock was only 5.4 million, and thus the 5 million
housing plan meant almost doubling the total national housing stock in 10 years.
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construction plan that was accomplished, and was the turning point for Korea's housing supply
problem, as the massive injection in such a short time greatly relieved the persisting tension in
the urban property market. Behind this success, there was the newly democratized state's
commitment to urge and stimulate the private sector to reach the state's housing supply goal, as
exemplified by its development of Korea's first suburban new towns near Seoul at the time.
What could have caused the new democratic government to develop the TMHCP and to pursue it
more vigorously than the previous authoritarian regimes?
Political conditions - the rise of the new democratic regime
One might easily assume that the new democratic government in Korea that came after
the industrialization under the military regimes would focus more on housing development plans
than the previous authoritarian developmental states that had considered welfare policies in
general as unaffordable policy. 74 Despite the fact that the TMIHCP relied on the commercialized
property market, the massive housing development did have some implication for increasing
social benefits, appropriate to the new democratic environment. But, it is still not clear as to why
the new democratic state would devote itself to this housing development plan and manage to
carry it through, particularly emphasizing its role in Seoul.
Before the democratization in the late 1980s, Korea's "miraculous" economic growth had
been in part founded on the previous authoritarian regimes' repression of both labor movements
and the popular sector's political activities. The state's repression of the society pushed labor and
political unrest beneath the surface, and especially when Korea was overtaken by another
military regime, led by General Chun Doo Hwan, after Park's assassination in 1979, Koreans
74 For example, in 1976, social and welfare services (e.g., education, health and housing) comprised only
26% of government expenditure, which was a little less than its expenditure on defense (Kim, 1997).
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were outraged. To seize power, Chun violently used military force against demonstrators and
democratic movements.
By the end of 1983, Chun began to relax his repressive political measures, believing that
the impressive economic success would legitimize his regime. He freed politicians and students
who were in jail for political dissent, and reinstated dismissed professors. The public, however,
continued to be politically dissatisfied, and demanded more democratization and equality in the
political and economic arenas (Lim, 2005). In 1985, the public asked for direct presidential
elections and the revision of the constitution. In 1986, Chun agreed to create a special committee
to review the issue, but in April 1987, he withdrew his promise. He argued that the country
needed to prepare the hosting of the 1988 Olympic Games, and thus a constitutional debate at
such a critical time was inadvisable. The physical concentration of universities and students in
Seoul sparked numerous demonstrations in the city after the announcement, and was soon
supported and joined by the middle class in the city. White-collar workers cheered
demonstrators, if not joining them directly. Religious groups, including priests and nuns, also
participated, and shopkeepers donated food and shelter to the demonstrators. The tension
between the people and the government further escalated, when a Yonsei University student was
injured on June 9th, 1987 (and later died) from a tear gas bomb fragment during a demonstration.
Yet ignoring the public's increasing protests, on June 10th, Chun nominated Roh Tae-woo as his
successor without a proper election. On the same day, notable civil demonstrations took over
Seoul's city center, with high school students delivering food and water to the demonstrators.
Ultimately, the demonstrations culminated in the historic nationwide "Pro-Democracy
Demonstration of June 26th, 1987." As a major national civil uprising, it comprised more than
one million demonstrators (Kim, 2008).
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The hardliners of the Chun regime suggested dispatching the military to Seoul, as had
been done during the Kwangju uprising in Korea's southwestern region in 1980. Yet military
deployment in the capital city (just before the 1988 Olympic Games) risked a heavy cost to the
government's legitimacy. 75 Further, the middle class's participation in the political uprising led
to the U.S. and the Chun regime realizing the degree of the political crisis. Hence, the military
plan was canceled. Roh Tae Woo promptly announced an eight-point democratization package,
which included the direct presidential election and the promise to respect human rights (Kim,
2008; Choi, 1996). This June 29 Declaration signified the fall of the previous bureaucratic -
authoritarian state and the start of the democracy, and in December 1987, the first direct
presidential election in 16 years took place. As the presidential candidate from the ruling party,
Roh Tae Woo won the election and came to power in February 1988.
Despite its legitimate power acquisition, the new regime had difficulty in obtaining
popularity. Roh was a longtime friend of the former president Chun, and his past connections
with the military and the previous military governments prevented him from appearing as a true
"average civilian," which was how he described himself during the elections. Instead, many
considered his regime as a continuation of the former military dictatorship (Choi, 1996). Hence,
the new Roh administration was politically weak, and demonstrating his unpopularity, the ruling
party failed to win more than half of the National Assembly seats, opening up an era where the
President's party became the minority for the first time in Korea (Son, 2003).
The difficulty in earning respect as a civilian government challenged the Roh regime's
post-bureaucratic-authoritarian state. While it could not enforce authoritarian power, it had yet to
gain popular support. Therefore, the new regime had a significant political stake in the TMHCP.
7 During the Kwangju uprising, the military govermment had been able to manipulate the media,
preventing those outside Kwangju City from learning exactly what was taking place.
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The successful completion of the plan would make homeownership more accessible to a large
part of the middle class, which had grown in number to comprise the majority of Korean society.
The plan also appeared to target the lower class, with the tendencies of anti-government
sentiments, as a sudden injection of housing supply was expected to lower housing prices in
general. Additionally, the government further showed its concern for the poor, by including
housing provision for the lower-income households in its plan. Among the two million planned
units, 250,000 were allocated as permanent rental units targeted to the poor. Although this is not
very significant in amount, and only 190,000 units were built in the end (KBTK, 2007), it was
Korea's first social housing program, where the government directly provided housing for the
poor, after its 1950s' provision with international donations (Lim, 2005). In short, the TMHCP
let the newly democratized government demonstrate its concern for the society, which
understood democratization as improved equality and distribution in political and economic
spheres, and thus was considered an appropriate political strategy for the politically weak Roh
regime.
Although the TMHCP was a national policy, its spatial emphasis was focused on the
capital region, where, by 1988, over 40% (17 million) of the total national population resided,
and among which 10 million were in Seoul. In addition to the dominating share of the national
population, Seoul and the capital region were particularly important to politicians and national
political parties, because their populations were politically divided, unlike in other regions with
clear political preferences already determined (see Table 4.1.1).
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Table 4.1.1: The December 1987 presidential election result divided among key regions
Metropolises/ Total: the Capital Seoul (city) Incheon Gyeonggi
Provinces Region (city)
Roh Tae Woo 3,213,245 (34%) 1,682,824 326,186 1,204,235
Kim Young Sam 2,686,225 (29%) 1,637,347 248,604 800,274
Kim Dae Jung 2,657,555 (28%) 1,833,010 176,611 647,934
Kim Jong Pil 784,580 (8%) 460,988 76,333 247,259
Total 9,341,605 (100%) 5,614,169 827,734 2,899,702
Metropolises/ Total: Southwest Kwangju South North Cholla
Provinces (city) Cholla
Roh Tae Woo 302,932 (10%) 22,943 119,229 160,760
Kim Young Sam 36,427(1%) 2,471 16,826 17,130
Kim Dae Jung 2,716,499 (88%) 449,554 1,317,990 948,955
Kim Jong Pil 14,571 (1%) 1,111 4,831 8,629
Total 3,070,429 (100%) 476,079 1,458,876 1,135,474
Metropolises/ Total: Southeast Pusan (city) South Daegu (city) North
Provinces Kyongsang Kyongsang
Roh Tae Woo 3,341,777 (50%) 640,622 792,757 800,363 1,108,035
Kim Young Sam 2,849,122 (43%) 1,117,011 987,042 274,880 470,189
Kim Dae Jung 338,800 (5%) 182,409 86,804 29,831 39,756
Kim Jong Pil 169,362 (2%) 51,663 51,242 23,230 43,227
Total 6,699,061 (100%) 1,991,705 1,917,845 1,128,304 1,661,207
Metropolises/ Total: Others Kangwon North South Jeju
Provinces Chungchong Chungchong
Roh Tae Woo 1,424,784 (41%) 546,569 355,222 402,491 120,502
Kim Young Sam 765,807 (22%) 240,585 213,851 246,527 64,844
Kim Dae Jung 400,521 (12%) 81,478 83,132 190,772 45,139
Kim Jong Pil 851,554 (25%) 46,954 102,456 691,214 10,930
Total 3,442,666 (100%) 915,586 754,661 1,531,004 241,415
Total votes: 23,066
Roh Tae Woo: 36.6%, Kim Young Sam: 28.0%, Kim Dae Jung: 27.0%, Kim Jong Pil: 8.1%
Source: National Election Commission
The 1987 presidential election results confirmed how Korea manifested strong politics of
regionalism with a southeast versus southwest cleavage.76 In the southwest region, where Chun
had previously massacred civil demonstrators and bystanders, 88% of the votes were given to
Kim Dae Jung, who had had his political base in the region against the ruling military
government since Park's regime. The southeast region, where the previous military regimes had
been based, was divided between the two candidates Roh Tae Woo (Daegu and North Kyongsan)
76 See Park (2008) on the politics of regionalism, where he described how the southeast-southwest divide
emerged during Park's developmental state in the 1970s, and how it has maintained strong influence on
the Korean national (and later local) politics ever since.
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and Kim Yong Sam (Pusan and South Kyongsang), according to their hometowns. (Roh's
hometown was Daegu and Kim's was in South Kyongsang.) In the southeast region, Kim Dae
Jung earned a mere 5% of the vote, vividly contrasting with his uncontested power in the
southwest. The capital region, however, had relatively equally distributed votes among the three
top candidates, each earning about 30% of the total votes. Further, considering that over 9
million votes out of Korea's total 23 million votes were from the capital region, and 5.6 million
were physically concentrated in one city (Seoul), it is not surprising why any political regime
would seek to earn support from Seoul's population. In other words, in democracy with direct
popular elections, it became politically important to address the problems in Seoul more than
those elsewhere, whose voters were not only much fewer in number, but also had already
established strong regional preferences and were widely dispersed, making any development
strategies less effective in attracting new political support. Hence, within the TMVHCP, the
projects in the capital region achieved the state's concentrated attention and effort. And these
political motivations in promoting housing development policy, especially in the capital region,
were further reinforced by equally important economic rationales.
Economic conditions - the economic boom and the housing problem
In addition to the political watershed of democracy, Korea had an impressive economic
boom that took place from 1986 to 1988, as the fruits of its successful EOI (Chapter Two).
However, by 1988, when the Roh administration came to power, there were indicators that
suggested an economic downturn would follow the boom. For instance, the June 29 Declaration
of democracy in 1987 had led to the explosion of labor movements throughout the country, and
Korea was facing rapidly rising labor costs that had been previously controlled by the state.
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Further, with Korea's growth in exports, there were pressures from the foreign markets to adjust
its state-controlled currency rates. Overall, these new economic conditions signaled the
undermining of the competitiveness of Korea's export manufacturing goods, and as was
explained in Chapter Two, Korea was beginning to seek industrial restructuring towards more
R&D-oriented activities.
These economic changes both pushed the state away from making physical investments
for industrial activities and pulled the new Roh regime to dedicate itself to the TMHCP, with
emphasis on the capital region, amid its persisting housing shortage. First, regarding the push
factor, the Roh administration was fully aware of the necessity for industrial restructuring to
high-tech and R&D-oriented industries, and in fact, continuing the legacy of building industrial
clusters for the promotion of economic development, it also started Korea's first Technopolis
Program to build technopoles in non-capital regions in 1989. Unfortunately, unlike the industrial
new towns for HCI, building successful technopoles and developing the non-capital regions did
not complement each other. Moreover, most of the R&D investments were already being carried
out by the private sector (instead of the public sector) by the mid-1980s, and the large and
competitive chaebols did not require much state support, particularly in terms of physical
infrastructure, to expand and grow their high-tech and R&D activities. Regardless of the state's
Technopolis Program, the private sector-led high-tech and R&D activities appeared to cluster
around Seoul, where the elites and higher education system were concentrated, and the national
state quickly disregarded the project, transferring the responsibility to local governments by the
early 1990s (Chapter Two). Instead, the Roh administration focused on providing housing, 77
above all in the capital region, where the important R&D activities began to agglomerate.
77President Roh was often quoted as saying, "I'd like to be remembered as a 'house president - a
president who built housing" (p. 130, KBTK, 2007).
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Although this push factor was important, considering the discrepancies in the timing (by the
early 1990s, the TNMCP and the residential new towns were already in full swing, even nearing
the end), the pull factor leading to the new Roh government to fully commit to the housing
development plan must have been more determining.
The pull factor was based on the fact that the economic boom ironically led to a more
acute housing problem (which will be explained later), but for Seoul, even prior to considering
the mid-1980s national economic boom, the city itself already had strong reasons for demanding
the state's new intervention in its housing development by the late 1980s. Seoul had been the
place where the state created and promoted the urban property market since the 1970s, but the
city nonetheless had a widening gap between supply and demand of housing. This was because,
although highly successful, the state's development of the Korean urban property market started
to take shape only by the late 1970s, whereas Korea's rapid urbanization process and changes in
the family structure (from traditional rural large families of multi -generations to modem urban
small two-generation households) had been taking place since the 1960s. For more than a decade,
many in the younger generation looking for work had migrated to the cities, and by 1975, Seoul
and other cities already had a housing supply rate decreased to the range in mid-fifties (see Table
4.1.2). Cities were struggling to accommodate the explosion of new urban households, which
increased 80% while the Korean population itself increased 43% between 1966 and 1987
(MMUY, 1990). The problem was especially acute for Seoul whose population reached 10
million in 1988 (from 2.4 million in 1960).78
78 The second largest city, Pusan, only increased 1.5 fold from 1960 to 1990, reaching a population of
only 3.798 million in 1990. With Seoul's housing supply rate around 50% and population reaching 10
million in 1988, statistically, it is implied that the number of population lacking housing was even larger
than the total population of Pusan at the time, reconfirming why the national state would be most
concerned about the housing needs in Seoul, and thus why the supply of housing stock in Seoul has
significance in the national housing supply.
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That the housing supply rates of Seoul did not fall too much below the urban average
indicates how much the state had been lopsidedly focusing housing development in Seoul. In fact,
Chapter Three explained the state's development plan of the massive Kangnam area, for which it
actively "created profit" for the large private firms in housing (via its guiding of both supply and
demand in the property market), and thus inducing their supply of apartments in Kangnam and
successfully launching the urban property market. With this intervention of the state, the new
housing construction in Seoul jumped significantly in the late 1970s, as mass-produced
apartment complexes covered the vast empty lands of Kangnam. In the 1980s, the housing
development continued with the help of the state's introduction of the RLDPL and its promotion
of apartment developments for its preparation to host the Olympic Games in Seoul. Nevertheless,
these developments were still not enough to accommodate Seoul's population growth, and its
housing supply rate decreased to a mere 51% by 1985, while its two grand ambitions and
motivations in housing development (i.e., the 1988 Olympic Games and the development of
Kangnam area) were coming to an end in the late 1980s. There had to be another (and preferably
stronger) state-driven motivation to push forward massive amounts of housing developments for
the 1990s, if the state were to continue to seek ways to improve Seoul's housing supply problem.
Table 4.1.2: Housing supply rate in Korea (1960-1985,5 Year Intervals)
1960 1970 1975 1980 1985
National (%) 82.5 78.2 74.4 71.2 69.8
Rural (%) 89.7 93.4 - 93.3 93.7
Urban (%) 64.8 58.2 56.3 59.2 57.7
Seoul (%) 61.8 56.7 54.1 55.2 51.3
Source: MMUY, 1990
Note: Housing supply rate = (Number of housing units/Number of households)X 100
In this circumstance, the economic boom in the mid-1 980s worsened the housing
problem, because it increased the real estate values to a degree that began to threaten the
government. Often, excess capital in the market finds its way to the built environment (Harvey,
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1981), but in Korea, this was accentuated by the fact that the real estate values rose more rapidly
than interest or inflation rates, in the context of its rapid and significant physical developments
accompanying its macroeconomic development (for land) and its development of a vibrant
property market7 9 (for housing). Land was frequently used as collateral for bank loans, and the
increasing value of land assets allowed the owners to borrow more money from the bank, which
was beneficial to the chaebols (Park, 1998; Koo and Kim, 1992). Further, with the declining
profit projections for manufacturing industries after the boom in the mid-1980s, private firms
were less willing to reinvest in them, while the capital from the trade surpluses abounded. Hence,
there was excessive capital in the market seeking a new outlet in the late 1980s, and it was
immediately absorbed into real estate. As a consequence, land prices, which had been rising at an
average yearly rate of 10.5% between 1980 and 1987, rose 27.5% in 1988, 32% in 1989, and
20.6% in 1990. In only three years, the price of land in Korea more than doubled (MMUY, 1990;
Lim, 2005). A rise in housing prices soon followed, which increased by 16.0% in 1988 and
14.6% in 1989 (MMUY, 1990).
Despite the real estate price increases, the new housing supply was bounded by the price
ceiling, which caused the profit-seeking private sector to lack incentive to produce more housing.
Given the unchanging housing supply, the market did not have the means to stop or mitigate the
escalating housing prices. Many renters began to perceive homeownership as an unachievable
goal, and start to feel discontent about the increasing gap between them and those who easily
accumulated significant wealth only through real estate holdings (Lim, 2005). Further, increased
housing prices also raised the chonse rental deposit, adding more hardship for the renters. At the
79 The property market depended on escalating prices of apartments. The speculative aspect led to the rich
starting to purchase multiple housing units in the market for speculation purposes, reducing the
homeownership rate and raising housing prices to an alarming degree. (The government controlled only
the sales methods of the new units and not the old ones that depended on the market.)
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time, low-income renters were reported to have committed suicide over not being able to pay
their increased rent (which increased 2,160% between 1975 and 1988 (MMUY, 1990)).80 Those
who were hoping to become homeowners became despairing, and joined in "hopeless
spending"8 to overcome their sense of desperation (Son, 2003). One survey showed that 20.4%
of Korean salary-men had utterly abandoned their dream of homeownership, and 50% stated that
their purchasing of a home was unlikely within the next 20 years (MMUY, 1990). The
skyrocketing housing prices brought a huge economic gap, and thus conflict, between
homeowners and renters (Lim, 2005). Even among the homeowners, those who already owned
medium-sized to large homes in the wealthy Kangnam area benefited the most, as their housing
price increase (especially when considering their already high values) was unsurpassed by any
other area in the late 1980s (see Table 4.1.3). In other words, the rich became immensely richer.
As the social conflict intensified, the government had to find a more effective solution for the
housing supply problem, 82 which was in fact being worsened by its urban property market with
price ceiling regulations during the economic boom.
80 The stress felt is illustrated in this newspaper report: "Park In Hyun (53 years old), residing in Ma-chun
2-dong, Songpa-gu, Seoul, recently had a suicidal feeling, because he believes that he has done wrong to
his children. In February last year, his rent deposit, which used to be 2,500,000 Won, suddenly rose to
3,500,000 Won over night. Mr. Park could not come up with the extra 1,000,000 Won (about $1000), and
collapsed. Seeing this, his first son (25 years old) quit his job, in order to obtain his retirement allowance
to pay for the difference in the rent deposit. Mr. Park was allowed to keep his single-room "house" at the
cost of his son's job. In this single room, Mr. Park lives with his third son (21 years old), fourth son (18
years old), his first son and his wife, and their daughter (3 years old) (Hangyure Shinmun, March 23,
1990).
81 Koreans in general worked hard and saved their earnings diligently, in order to purchase their own
house. When housing prices climbed more than usual, some gave up on this goal and stopped saving.
Seeing no hope for the possibility of their future homeownership, they instead started to splurge on luxury
goods, leading to a social trend of overspending (Son, 2003).
82 Mr. Lee Dong-song, then the director of the housing policy department of the Ministry of Construction,
testified that public sentiments were becoming very disturbed in the late 1980s. In poor neighborhoods,
there was a widespread rumor that the Kangnam's wealthy apartment units would soon become theirs
when "the world changes." Such rumors reached to the President, and Moon Hee Gap (then the
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Table 4.1.3: Housing sale price increase (1987-1990)
1987 1988 1989 1990
National (%) 7.1 13.2 14.6 21
Seoul (%) 2 9.1 16.6 24.2
Kangbook (%) 1.4 2.8 14.7 18.2
Kangnam (%) 3 15.2 18.1 29
Source: Ministry of Construction, "national housing price trend research"
TMHCP as political tool and Korea'sfirst residential suburban new towns
Besides the possibility of solving a critical social problem and earning the public's
political support, the TMSHCP presented the new regime with two other political advantages.
First, the plan gave the new regime an opportunity to form strong coalitions with capitalists, such
as the chaebols that had subsidiaries in the construction sector and the newly rising small to
medium construction companies. Given the private sector's profit motive, the state's emphasis
on Seoul, which had the most vibrant property market and potential home consumers, was
further reinforced. The newly emerging construction companies took advantage of the massive
amount of construction work to grow, becoming strong allies of the new government (Kim,
1996). In the plan, the chaebols sought a new route for profitable investment, as the investments
in manufacturing were becoming less attractive with decreasing economic growth prospects in
the late 1980s (Choi, 1996).
In fact, the new regime came to power just before the economic downturn following the
boom of the previous regime. For the new regime, economic decline, while its political coalitions
and power were still weak, was critically problematic. Therefore, the second urgent necessity of
Presidential Secretary for Economic Affairs) argued that unless the housing problem was addressed
immediately, there would unavoidably be a serious public uprising that could even threaten the regime's
fall (KBTK, 2007). Also, the following excerpt from a newspaper interview with a taxi driver vividly
illustrates the public sentiment at the time: "I think I can only peacefully die when I see with my own eyes
the destruction and the death of housewives and the investors, who do nothing but just sit and earn
millions of Won, no, actually, hundreds of millions of Won overnight with their real estate. Isn't a
communist country much better than what we have here?" (Kookmin fibo, May 11, 1989).
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the new regime was to find other routes to sustain capital accumulation, hoping to delay the
economic downturn. The housing development plan, with the influx of new construction work,
meant boosting the economy by promoting construction-related industries, and thus sustaining
economic growth.
In short, the TMHCP publicly opened the door for the new regime to gain popular
approval, while allowing strong coalition formation with capitalists, and delaying economic
downturn. Under Korea's economic, social, and political conditions at the time, the TMIHCP was
an effective political tool, providing the new regime with multiple means of support. Hence, in
September 1988, the newly appointed Roh regime announced the TMHCP.
Precisely because of its use as a political tool and for alliance-building, the plan had the
following characteristics. First, the plan was ambitious in scale, not only to greatly benefit the
parties involved, but also to attract public attention and to showcase the government's
capabilities. The TMHCP was drastic indeed, considering that the number of planned units was
nearly a third of the total housing units in Korea (Son, 2003). Second, the plan had a timeframe
of five years, which was set to coincide with the presidency of Roh Tae Woo. Its successful
completion within the five years would become the Roh regime's legacy. However, this time
limit was also critical for the TMIHCP (unlike other previous housing development plans),
because of its role as a remedy to the housing supply problem the Roh administration took very
seriously. The sudden injection of massive new housing units was necessary to slow down the
skyrocketing housing prices, and the TMHCP planned to build a yearly average of 400,000
housing units, which was nearly twice the then current rate of 200,000 units per year from 1980
to 1987 (Lim, 2005).
123
Yet despite its grand scheme and significant implications, the announcement of the
THMCP did not impress the media and the public. They had already experienced the housing
development promises of the previous governments that never succeeded, and expected the same
for the TMHCP, which they considered merely as the new regime's attempt to gain political
support. With few newspapers even reporting the announcement, people took little notice, and
the housing prices kept escalating. Therefore, in March 1989, the Blue House created a special
committee, which planned to build the massive-scale, suburban residential new towns of
Bundang and Ilsan. The committee announced the plan in April 1989, and this time, it triggered
much interest among the media and the public (Son, 2003; KBTK, 2007). The reason for this
interest may be that the new town developments were specific physical projects that the public
could more easily relate to, whereas the TMHCP could have been perceived merely as a number.
It also confirmed the government's determination and means to solve the housing problem of the
capital city, when Seoul was quickly being depleted of vast land for apartment complex
development. And of course the planning concept "new town," borrowed from the West, aided in
gaining the public's attention, although Bundang and Ilsan had the lopsided role of providing
massive amounts of new housing under the state's housing development goals.
More specifically, among the two million units, almost half (900,000 units) were
allocated to the capital region, while the rest were to be built in other metropolitan areas (such as
Pusan, Daegu, Daejeon, Cheongju, Jeonju, and Kwangju) and many other local cities. Among
the 900,000, 400,000 units were allocated to Seoul, and nearly a third (294,000 units) were to be
supplied by the five new towns (see Table 4.1.4), with Bundang and Ilsan supplying 166,500
units, located just outside the greenbelt, only 25 km away from the Seoul's center. The remaining
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206,000 units were to be developed in other parts of the Gyeonggi province by private
developers, the city of Incheon, and the province of Gyeonggi.
Table 4.1.4: Five New Towns of TMHCP
Bundang Ilsan Joongdong Pyungchon Sanbon
Area (ha) 1,984 1,573 544 495 419
Planned 390,000 276,000 170,000 170,000 170,000population
Housing units 97,500 69,000 42,500 42,500 42,500
Buchon city,
Developer KOLAND KOLAND KOLND, KOLAND KNHC
KNHC
Source: Shin, 2003
Although Bundang and Ilsan8 3 may appear as relatively insignificant in their number of
units allocated within the total two million, they were the first suburban new towns in Korea, and
had the significant implication of physically expanding the boundary of Seoul's property
market. 84 At the time, the availability of large residential land for new apartment complexes had
been lacking within Seoul (KBTK, 2007), and the state's development of two key attractive
suburban new towns (city-scale, to host 390,000 and 276,000 residents each) made
homeownership accessible to many former Seoul residents. They provided "suburban homes" to
the middle class, who had jobs in Seoul, but were yet unable to become homeowners in Seoul.
Hence, to better attract and accommodate these new homeowners, the state linked Ilsan and
83 A total of five new towns were built as part of the TMHCP. However, Bundang and Ilsan differed from
the other three new towns. They were built on the scale of a city, and were planned to become self-
sustaining, independent new towns. The other three, however, were built on a smaller scale, each adjacent
to an existing city center, focusing on housing. Hence, Joongdong, Pyungchon, and Sanbon were "new
towns in town," and they resembled more of a new housing cluster within an existing city. Because of the
differences, Bundang and Ilsan attracted much more public attention, and the government also used them
to display its concern for social and urban problems. Therefore, the two new towns are often selected as
the representative residential new town projects of the Roh regime, and likewise, in this dissertation, I
select the two new towns for a more detailed study.
84 Further, as megaprojects, the new towns Bundang and Ilsan received considerable public attention,
becoming the lenses through which the public, media, and the academics understood and judged the new
government's ambitious TMHCP.
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Bundang to Seoul's subway network. Further, with the economic boom throughout the 1980s,
many Koreans started to own automobiles, 85 which also facilitated the suburbanization process.
With proximity to Seoul, the easy accessibility, and the national government's advertisement of
self-reliant suburban new towns for the first time in Korea, Bundang and Ilsan sugge sted a new
commutable living choice outside Seoul's congested and highly over-priced housing stock. They
effectively acted as the outlets releasing some of the built-up housing pressures within Seoul.
Moreover, locating outside of Seoul, these state-led ambitious new towns had a consequence of
extending Seoul's urban property market physically out to the surrounding Gyeonggi province.
As opposed to the exodus of the middle class out of the inner city observed in the U.S.'s
suburbanization, the Korean suburban new towns strengthened the predominance of Seoul,
enlarging its political-economic boundary.
In numbers, 99.2% and 98.4% of the Bundang and Ilsan new towns' residents were from
within the capital region, and 72.8% and 68% were specifically from Seoul. The new towns'
residents showed very high homeownership rates of 88.6% and 84.7% in Bundang and Ilsan,
whereas only 43.6% and 34.7% of their residents were homeowners before moving into the new
towns (KHRIS, 1993). Considering that the average homeownership rate was 53.6% in 1985 in
Korea as a whole (MMUY, 1990), these data illustrate how the new towns have acted to increase
the opportunities for new homeownership, as was expected from new housing supply in Korea's
urban property market.
With their primary role and the significance of increasing the housing supply in Korea's
urban property market, which was not adjusting quickly enough to the economic changes in the
late 1980s, Bundang and Ilsan stood out from many other cases of similar "city-scale" post-War
85 In Korea, 4.2 million automobiles were registered in1991, which was a tremendous increase from 0.57
million automobiles in 1981 (Hong, 2005). Korea had one car per household only by the late 1980s
(Chung and Kikby, 2003).
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new town developments in the developed countries (e.g., Milton Keynes, Cergy-Pontoise, Saint-
Quentin-en-Yvelines, Evry, Marne-la-Vallee, la Defense, and Tama). These foreign cases of new
towns 1) had very long development periods, often spanning more than 30 years, 2) never
reached their targeted population that was in the similar range of Bundang and Ilsan's targets,
and 3) were far from generating a financial profit, often remaining in huge debt. 86 Peiser and
Chang (1999) described these new towns as the riskiest land developments, with their mega -size,
slow payback periods, and long development timeframe. For Ilsan and Bundang new towns, the
development periods lasted only 6 to 7 years, quickly exceeded their population targets, and were
self-financing through the sales of their main developments - the apartment complexes. In
Bundang, 87,716 out of 97,500 dwelling units, and in Ilsan, 57,565 out of 69,000 units, were
apartments, physically demonstrating their development purpose. In achieving their main
purpose of housing supply via the private sector-led property market, it was requisite for the new
towns to have the state's quick land preparation and planning, and its successful guiding and
coordinating of the private sector, recalibrating its previous regulations.
4.2 Development process of the suburban new towns Bundang and Ilsan
The state swiftly and authoritatively led new town development decisions behind closed doors
among the high-level government officials, and minimized the participation from local
governments, 87 planning academics, or citizens. With the speed of the housing supply being an
important issue, the whole development process of the new towns was authoritatively conducted
86 See Merlin (1980), Tuppen (1979, 1983), and Kiuchi and Inouchi (1976) for more on these British,
French, and Japanese new towns.
87 Their roles in the new town development were not significant, and often did not surpass their daily
routines. They mostly participated in their construction-related bureaucratic work, oversaw the
construction process, and supported the developers with police force when necessary.
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under the control and command of the central government, more specifically, the Blue House
and the Ministry of Construction (MOC).8 8 Moon Hee Gap (the Presidential Secretary for
Economic Affairs) made the Bundang site possible, 89 while Park Seung (the Minister of MOC)
suggested the Ilsan site, in the early April of 1989 (KBTK, 2007). By mid-April, Secretary Moon
and Minister Park had made site visits, and on April 20th, the President approved Minister Park's
report on the new town developments of Bundang and Ilsan. Finally, on April 27th, during the
meeting of the Ministries, the new towns Bundang and Ilsan were officially announced as the
"New Residential City Development Plan" (Kim, 2007). After the announcement, any necessary
research work was carried out by Korea Research Institute for Human Settlements (KRIHS), an
institute funded by the central government. In May, KRIHS created four teams for regional
88 In March 1989, the Blue House established the Public Housing Construction Planning team (PHCPT),
which executed the role of a control center. Its members included the Presidential Secretary for Economic
Affairs as the team leader, and 12 directors from the relevant Ministries. It made overall evaluation of the
development process by receiving progress reports every week. It coordinated conflicting interests of
participating Ministries, institutions, and organizations, and resolved the problems they raised. Within
MOC (Ministry of Construction), the Executive Center for New Towns was established in April 1989. It
was led by the Vice Minister of MOC, and had the directors from various departments within MOC as its
members. Soon after, its roles were replaced by the New Town Construction Planning Team (NTCPT)
established in July 1989. The NTCPT of MOC became responsible for the entire planning and execution
of the new town development. It consisted of four departments of planning, land, construction, and
infrastructure. The planning department engaged in the overall development planning, housing supply
planning, financial planning, the planning of personnel and construction materials, the provision of
housing bonds, and revising and drafting necessary laws and policies needed for the new town
development. The land department planned the supply of land, planned for public facilities, and
developed displacement and compensation policies. The construction department developed housing
construction plan, technically examined and approved housing construction development proposals,
intervened in the urban design process, and controlled the overall standard of housing and building
construction. Finally, the infrastructure department planned and executed urban infrastructure systems,
such as roads, sewerage, electricity, phone services, heating systems, and subways (Lee, 1996).
89 In 1974, while riding in a helicopter, President Park ordered the Bundang area to be restricted from
development, arguing that its prime location would make the area very useful someday. Since then, the
construction limitations corresponding to the greenbelt standard had been binding the area under the
Construction Law. Therefore, although Bundang was considered as a new town candidate site along with
the Pyongchon, Sanbon, and Joongdong new towns (decided earlier), its development plan was hindered
by oppositions arguing that the site was prohibited from development. Secretary Moon, who attended the
same high school as President Roh (and thus had strong connections with the President), earned the
approval from the President to allow development in the Bundang site (KBTK, 2007).
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analysis, transportation research, housing research, and urban research. The teams developed and
evaluated development strategy, overall planning of the new towns, and demographic and
infrastructure planning, all within only two months. However, despite the resemblance to the
previous military government's centralized development projects, the new town development
process faced new challenges in democratization.
Land acquirement, displacement, and conflict
Even in democracy, the state could use the prior military government's RLDPL for
relatively easy acquisition of land. KOLAND, which had experience in the government-led land
development projects, was the main developer of the new towns and worked under the guidance
of the MOC in acquiring land, preparing land for construction, and selling the plots to
homebuilders and private developers. 90 The RLDPL enabled bulk purchasing of land, allowing
KOLAND to obtain the total land ownership of the new town sites that were large enough to host
a few hundred thousand residents, even with the fragmented landownership or owners unwilling
to sell their land. However, the application of RLDPL triggered protests from the landowners,
who either demanded greater return for their land (understanding the significance of the national
project) or did not want to give up their land that had been their means of living. The protests
from the displaced residents were also not negligible, considering the large size of the land
required, despite the fact that to minimize the displacement conflict, Bundang and Ilsan were
90 Under the New Town Development Guidance created by MOC in January 1990, KOLAND's role in
the new town development expanded. Besides the provision of sites ready for construction, KOLAND's
role also included urban infrastructure development, compensating for land and displacement, providing
local governments with urban design guidelines for construction permits. In short, KOLAND, a public
developer owned by the central government, became responsible for the actual execution of the entire
development process of the new town projects.
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partly chosen for their sparsely populated and underdeveloped land comprised mostly of
greenery and farmlands. 91
Within four days of the site selection announcement, protests started in Bundang and
Ilsan. In Bundang, the protests requested adequate relocation support, sufficient monetary
compensation, and the opportunity to participate in the development process. Because Bundang
had been previously prohibited from any development, its residents and (mostly speculative)
landowners accepted the new town development from the beginning, but started to organize
themselves to achieve better economic gains in the process. Yet Ilsan residents and landowners
were rural middle class (mostly small-scale farmers), and were against the new town
development itself, thus leading to more aggressive protests. Demanding the annulment of the
new town development plan, they took over the roads, highways, and railroads, protested in front
of the National Assembly, hindered KOLAND from executing necessary initial studies to
91 Bundang had been preserved mainly as greenery (67.2% agricultural and 23% forest) since 1976, when
the national law prohibited development on the site. Total 12,209 people resided in the area in 3,906
households, of which 2,422 households were renters. Among the renters, many lived in unauthorized or
temporary constructions, such as greenhouses. In short, there were few legal homeowners in the area, and
the majority of land had been undeveloped. Yet due to the development rumors in the mid-1980s, non-
residents, mostly corporations, started to purchase the land as speculation, resulting in 62.5% non-resident
landowners (KOLAND, 1997; Lee, 1996; Lim, 2005). Ilsan had similar land composition as Bundang,
with its land zoned as 66% agricultural and 21.4% forest. Most of its agricultural land was working
farmland, where farmers had been cultivating vegetables for generations, making a decent living by
supplying their products to Seoul. Furthermore, in contrast to Bundang, many landowners were
permanent residents of the area, with only 25% non-resident landowners. It had total 23,126 residents in
5,256 households, of which 2,171 were renters. The high percentages of resident landowners and
homeownership indicated that Ilsan did not attract much speculation as in Bundng. The main reason was
because Ilsan was only 25 km away from the demilitarized zone, and thus its development was not easily
conceivable at the time. Ilsan thus had been a home to many working farmers, with 81% of the population
participating in farming or raising animals (KOLAND, 1997b; Lim, 2005).
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prepare the development, and in certain extreme cases, committed suicide 92 (KOLAND, 1997;
1997b).
Such protests were not uncommon in Korea's history of residential land development
under the RLDPL. What was uncommon in the Bundang and Ilsan cases in the newly
democratized setting was that the protests rapidly became political issues by attracting the
attention of national politicians. As the protests escalated, politicians from the ruling party
pressed the Minister of MOC to address the public resentment, while politicians from the
opposition party, who previously only requested revisions of the parts of the plan, began to
oppose the plan itself On May 27th 1989, a month after the announcement of the new towns
Bundang and Ilsan, the politicians from the opposition party submitted a resolution pressuring
the President to reconsider the plan. Their argument was that the RLDPL was an undemocratic
law, and the government should refrain from relying on a strategy that was founded upon the
sacrifice of the citizens' interests.
Although the opposition party did not succeed in stopping the new town projects due to
the President's strong commitment to them, there emerged a number of notable changes in terms
of compensation. First, land values were calculated with the consideration of the neighboring
land's market price, causing a significant increase in the land compensation under the RLDPL.
Second, in contrast to its previous policy, the central government allowed the resident
landowners to purchase one-home residential plots in the future new towns at a 50-60% cheaper
sale price. Third, not only previous shop owners, but also farmers who were willing to engage in
commerce, obtained the right to purchase the commercial plots in the future new towns at an
92 In May 1989, a Koyang city resident, Kang Byung Chae (55 years old at the time) committed suicide
by drinking agricultural insecticide, resenting his house and land being taken for the new town
development. In the same year, five more farmers committed suicide.
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appraised price, as opposed to a competitively bidded price. Fourth, the existing renters were
granted the right to lease new rental units to be built in the new towns. Finally, the central
government promised to provide farmland near Ilsan for the displaced farmers (Lim, 2005;
KOLAND, 1997b).
In short, in the Bundang and Ilsan cases, compensation to the residents and landowners
increased drastically, setting a much higher standard for future residential developments under
the RLDPL. 93 The urban developmental state could no longer impose the previous stricter
criteria of RLDPL, as its power to discipline the civil society was being weakened in the new
democratic regime. Besides the civil society, the disciplinary measures that had formerly been
imposed on the private construction firms were also relaxed or revised, in order to stimulate their
participation. As a matter of fact, taking advantage of the existing regulations as a starting point,
the state could leverage conditions that allowed the private demand for apartments to largely
finance the new town projects.
Financing
Financing the new town developments comprised the pre-sale system of residential land
(under the RLDPL) and apartments (under the HDPL). KOLAND financed its up-front
development costs through the sales of residential land, which comprised most of the saleable
land plots in the new towns (see Table 4.2.1). In accordance with the RLDPL, KOLAND could
sell them in advance, at the very beginning of the new town project, as long as the new towns'
master plan was ready. The pre-sale required private homebuilders to pay 40% of the land price
93 Furthermore, initiated by the Bundang and Ilsan cases, in the political arena, politicians continued to
seek for an alternative plan to replace RLDPL. However, as the housing market slumped and housing and
land prices stabilized in the 1990s, the urgency to amend the RLDPL diminished, currently leaving no
alternative new law to replace the RLDPL.
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when signing the contract with KOLAND, and up to 70% of the land price within the next four
months. It thus supplied KOLAND with capital when it was needed the most during the initial
stages of development (KOLAND, 1997).
Table 4.2.1: The land use of Bundang and Ilsan new towns
Salable land uses Unsalable land uses Total
Land use Residen- Commer- Business Schools Admini- Road Open Other Total
tial cial strative s space
Bundang 614.1 85.5 (4.5) 72.5 72.1 16.0 380.4 365.5 287.9 1,894
(ha, %) (32.4) (3.8) (3.8) (0.9) (20.1) (19.3) (15.2) (100)
Ilsan 528.3 45.7 (2.9) 106.3 59.7 9.0 304.7 372.9 146.4 1,573
(ha, %) (33.6) (6.8) (3.8) (05) (19.4) (23.7) (9.3) (100)
Source: KOLAND, 1997; 1997b
The advanced residential land purchase from KOLAND, however, was not directly
financed by the private homebuilders. To induce their active participation, the state developed
the speculative and non-disciplinary Housing Redemption Bond System (HRBS), which
provided the private homebuilders with enough funds to purchase land in advance. Building
upon the advance-sale system of apartments, the newly established HRBS allowed the private
homebuilders themselves (if qualified by the government guidelines) to issue bonds that could be
redeemed for new housing units at the time of their advance sale. In other words, these bonds
were issued before the advance sales of new housing units, providing the homebuilders with
capital even a couple of years before the construction had begun. The amount of bonds that they
could issue was 50% of their total new housing units to be built, and had the price ceiling of 60%
of the new housing units' sale price. Thus, overall, the bond provided the homebuilders with
30% of the total expected income from their housing sales, which was usually equivalent to land
acquisition cost. In short, homebuilders issued bonds before the construction had begun, used the
capital to purchase the land from KOLAND, and afterwards covered the rest of the construction
costs with the prepayments from the advance-sale system of new apartment units (Shin, 2003;
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KHI, 2006). Therefore, the construction of apartment complexes in the new towns required little,
if any, investments from the private firms.
Besides introducing the HRBS, in October 1989 the central government revised the price-
ceiling regulation on new apartment units. While the previous system had the price ceilings
dependent wholly on the sizes of the units and had remained fixed since 1983, the newly
adjusted system had the price ceiling indexed to the land and housing construction costs,
considering labor wages and construction material prices. In fact, private homebuilders had
previously been pressing the central government to lift the price ceiling for a long time, without
much success. With the announcement of the TMHCP and its new town development plans,
politicians (especially those with backgrounds in the construction industry) and the Korea
Housing Association (consisting of chaebol homebuilders) increasingly pressured the
government to abolish the price ceiling restriction, manifesting "a concern for the plan's
achievability." Further, the central government realized that the sudden increase of housing
construction would raise the costs of labor and construction materials. To successfully induce
private homebuilders that were willing to pay the land price that KOLAND demanded, a
reassessment of the price ceiling was rather necessary at the time (Lim, 2005).
Lastly, to stimulate housing construction, in 1989 the government opened up its
construction license policy, which included relaxing of the license criteria and resumption of new
license issuance. 94 As a consequence, the construction and housing sector was able to expand
94 In addition to being registered as homebuilders under the HDPL, the apartment developers had to
acquire government-issued licenses as construction firms under the national Construction Law, which had
been enacted in 1958. In 1974, the government announced the "Ten Measures to Restore Construction
Industry," seeking to further regulate and reorganize the construction sector, which was rapidly growing
amid much construction work following the national industrial estates development projects. One of the
measures was to divide construction firms into general construction firms (relatively large developers
capable of leading and managing construction projects) and professional construction firms (small to
medium-sized firms focusing on one or two sub-categories of construction work). Along with this new
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extensively. The number of licensed general construction firms (a category of large developers)
jumped from 468 in 1988 to 2,651 in 1994, and the total number of construction firms increased
from 2,610 in 1988 to 4,043 in 1989, and 9,050 in 1991. Among the 9,050 firms, 8,857 were
registered under the HDPL to participate in the housing sector, indicating how most of the new
construction firms were created to participate in the housing construction that was being pushed
by the government (Lim, 2005; Pyun, 1996; MOC, 2005).
Overall, the Bundang and Ilsan new towns triggered the loosening of some of the urban
developmental state's disciplinary grasps on the private sector in real estate, as they had the aims
1) to successfully inject massive amounts of housing in a very short time through the private
sector, and 2) to support the construction sector at the time of the industrial slowdown. Under
democracy, the state's disciplining of the civil society was also more relaxed than before, as was
shown in the compensation cases under the RLDPL. Nevertheless, not all disciplinary measures
were weakened, and the state led the new town projects in a highly centralized manner - a legacy
from the past authoritarian states. With the state's focused goal and drive, and many actors'
interests involved in the housing construction, the new towns quickly achieved their
development aims.
4.3 The state and the property market after the new town development and the
TMHCP
As a result of the state's commitment to the new town projects and the TMHCP, the housing
construction in Korea boomed and its annual new housing construction increased from 320,000
division, the central government also decided to freeze the issuing of new construction licenses to the
general construction firms, while issuing new licenses to the professional construction firms. In short,
starting in 1974, the Korean construction sector became noticeably divided into large general construction
firms, which were protected from new competition and grew to dominate large development projects, and
their subcontractors - the smaller professional construction firms (Pyun, 1996; Kyunghyang Shinmun,
May 13, 1974).
135
in 1988 to 460,000 in 1989; and in 1990, a record was reached at 750,000 units. By the end of
August 1991, a year ahead of the planned due date, the goal of 2 million housing units was
achieved (Lim, 2005). The official record was 2,140,000 units. In merely four years, an amount
equal to one-third of the total national housing stock had been built (KBTK, 2007). This
accomplishment not only succeeded in addressing Korea's chronic housing supply problem, but
also set the stage for the state to increasingly use the promotion of property development to
counteract the ebbs and flows of industrial capitalism.
Implications of the suburban new town development
From 1991, as the Bundang and Ilsan new towns started to pour new apartment units into
the housing market, Seoul's escalating housing prices began to slightly decrease, stabilizing the
market. The overall housing price in the national market went down as well (see Table 4.3.1).
Moreover, the housing supply rate began to increase for the first time in Korea, and has been
increasing ever since, nearing 100% (see Table 4.3.2). The TMH CP and the new towns' housing
supply appear to have been a turning point in Korea's housing shortage problem, which began to
be improved in the 1990s.
Table 4.3.1: Housing sale price trend (1987-1995)
1987 1988 1989 1990 1991 1992 1993 1994 1995
National (%) 7.1 13.2 14.6 21 -0.5 -5 -2.9 -0.1 -0.2
Seoul (%) 2 9.1 16.6 24.2 -2.1 -5.4 -3.2 0.5 -0.6
Kangnam (%) 3 15.2 18.1 29 -2.3 -4.4 -3.5 0.9 -0.1
Source: Ministry of Construction, "national housing price trend research"
Table 4.3.L: Housin supply rate in Korea (19-70-2000, 5 Year Intervals)
1970 1975 1980 1985 1990 1995 2000
National (%) 78.2 74.4 71.2 69.8 72.4 86 96.2
Capital region (%) 64.5 62.1 60.2 59.7 63.3 76.7 86.1
Seoul (%) 56.7 56.3 56.1 55.3 57.9 68 77.4
Source: Korea National Statistical Office (various years)
Note: Housing supply rate = (Number of housing units/Number of households)X 100
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The new towns were primarily developed to add a massive amount of new apartments
into the property market, and their housing developments were quickly filled with new residents
mostly commuting to Seoul. 95 However, the state also had cheaply and quickly incorporated the
Garden City concept in its promotion of the new towns. The new towns included large green
parks, and were planned to achieve self-sustainability (or self-containment) with a balance
between jobs and housing. In fact, they were designated with a number of specific job-creating
facilities during their planning stages. Bundang was to host public companies and parts of
Seoul's business activities, while Ilsan was to host publishing companies, Korea International
Exhibition Center, and the facilities of Korean Foreign Affairs. As will be explained in the next
chapter, both new towns had difficulties in fulfilling their goals of non-residential development
(contrasting to their residential development), and much of their commercial and business land
remained vacant. 96
Nonetheless, new towns' middle class-targeting residential developments alone had the
significance of expanding metropolitan Seoul's territorial boundary, at least informally. They
embodied the state's new action of physically expanding Seoul's influence, against the previous
governments' legacies of containing its development. While the authoritarian states had been
nurturing the growth machine via real estate in Seoul, at the same time they had attempted to
restrict its industrial (and economic) growth since the 1970s. As discussed in Chapter Two, their
measures included the greenbelts, the national laws such as LIDL and IDL deterring industrial
activities, and the Capital Region Control Law (legislated in 1982) to disperse and prohibit
95 As the majority of new town residents commuted to Seoul, a new traffic problem emerged. A Koyang
city (Ilsan) official, interviewed in 2009, described the traffic situation during the peak hours as "a never-
ending line of slowly marching ants linking Ilsan to Seoul."
96 See Park (1997), Lee (1996b), and Choi & Park (1999) for other academic debates on the causal
explanations for the new towns failing to achieve self-sustainability.
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"population-attracting" facilities in the region97 (Kim and Kim, 2000). The reason for these
restrictive measures during the stages of rapid economic development in the 1970s and 80s was
because Seoul's inflating in size beyond its limited infrastructure, financial, and developmental
capacities at the time was likely to bring economic inefficiencies, undermining the
developmental state's national economic development goal.
By the late 1980s, the situation had been completely changed. Seoul became much more
capable of managing for its urban growth and expansion, after having had numerous "modern"
apartment complex developments, urban projects (including slum clearing) for the 1988 Olympic
Games, and the overall increase in the economic status of Korea. As a matter of fact, Seoul,
beginning in the late 1980s, was increasingly being reconsidered for its competitive edge over
other Korean cities, in the globalizing economy and in Korea's shift towards more knowledge -
based and technology-intensive industries (Park, 2008). The suburban new towns, as an
extension of Seoul, thus could be spatially regarded as the newly democratized state's urban
development corresponding to the transforming political and economic conditions.
The boom and the bust of the construction industry
In addition to the new towns' spatial implications and their role as a remedy to housing
crisis, the hasty and massive construction work, which were required and promoted during the
new town developments and the TMHCP, contributed to the postponing of the economic slump
that was likely to follow the boom of Korea's industrial production between 1986 and 1988. The
GDP increase, after falling to 6.8% in 1989, quickly recovered to 9.3% in 1990 and to 9.7% in
1991, despite the worsening trade deficits in the latter two years (Table 4.3.3). Since the Korean
97 Henderson (1988) referred to Korea's policy on controlling its capital city as one of the most stringent
policies in the world.
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economy is heavily dependent on industrial production for export, the coexistence of the trade
deficits and the high GDP growth in these years after the economic boom indicates the growing
significance of the construction industry (via real estate projects) in the Korean economy.
Table 4.3.3: Macroeconomic data for Korea (1983-1992)
Year 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992
Trade
(illion -1,524 -1,293 -795 4,709 10,058 14,505 5,344 -2,014 -8,417 -4,095
US$)
GDP % 12.2 9.9 7.5 12.2 12.3 11.7 6.8 9.3 9.7 5.8
mncrease, I I
Source: Korea National Statistical Office
The number of construction firms had increased more than three-fold from 1988 to 1991.
In addition to this burst of construction firms, especially in real estate, the construction industry
itself grew to become a significant part of Korea's economy after the TMHCP and new town
developments. As a single industry, it grew to record the highest investment-to-GDP ratio of any
industry in Korea (over 20%), during its boom in the early 1990s98 (see Table 4.3.4). Its evident
significance in the Korean economy implied that a downturn in the construction industry would
now have a far-reaching economic effect.
Table 4.3.4: Construction investment-to-GDP ratio (1975-1995)
Year 1975 1980 1985 1990 1995
Ratio (%) 15.1 18.0 16.2 22.2 21.8
Source: Lim, 2005
After the housing and construction sector had over-expanded in a short period of time due
to the government-initiated new town projects and TMCHP, the intentionally induced
construction boom began to wane, and the sector faced serious financial difficulties. Without a
continued injection of new development opportunities to support the numerous firms, a dramatic
98 Compare this ratio, which has been fluctuating between 15-20% (recording 19% in 2008) in Korea,
with the "construction state" Japan with the ratio of 14%, and the United States with only 9%
(Kyunghyang Shinmun, April 26, 2010). This illustrates how lopsidededly the construction sector has
dominated the Korean economy.
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reduction in the sector was inevitable. At the end of 1992, there were 8,072 registered small to
medium-sized homebuilders. Yet in only the next nine months, 1,917 firms either closed down or
went bankrupt, leaving 6,155 firms in September 1993 (Hangook Gyungje, November 11, 1993).
The drastic reduction in the number of homebuilders (especially small to medium-sized firms),
as they exited the industry after its peak in 1991, is indicated in Table 4.3.5.
Table 4.3.5: The number of registered private homebuilders (1991-1999)
Year 1991 1993 1995 1997 1999
Total (n) 8,857 6,065 4,144 3,625 3,555
Source: MOC, 2005
Large construction firms also went bankrupt, which posed even bigger problems (see
Table 4.3.6). In Korea, only large firms were allowed to bid for development projects, and when
selected, they hired numerous (small to medium-sized) subcontractors. The bankruptcies of large
construction firms (such as the 1 8 th largest construction firm, Woosung, in 1995 and one of the
three largest homebuilders, Kunyung, in 1996) adversely affected thousands of their
subcontractors, igniting a chain reaction.
Table 4.3.6: The number of bankrupt general construction firms
Year 1990 1991 1992 1993 1994 1995 1996
Bankrupt construction firms (n) 3 9 23 47 50 145 196
Source: Chung et al., 2008
The government could no longer ignore the demands of the troubled construction and
homebuilding industry, and in 1995, it partially lifted the price-ceiling system, which had been
consistently demanded by private homebuilders (even after its readjustment during the TMHCP).
The full abolition remained yet to be achieved, due to its unpopularity among the general public,
who believed that housing prices would rise with the deregulation (Lim, 2005; Kim and Kim,
2000). This was soon to change with the Asian Financial Crisis (the "IMF crisis") that
economically devastated Korea in 1997.
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The IMF crisis - consolidating the role of the state in the property market
In November 1997, the Korean government asked the International Monetary Fund (IMF)
to bail out the country with an immediate provision of a rescue package of $57 billion. The crisis
occurred when the recklessly diversifying chaebols (heavily relying on domestic banks'
generous credit and the sudden availability of short-term foreign loans99) showed signs of
bankruptcy at the end of 1996, with over-investment and over-competition in their industries,
such as automobiles, semiconductors, steel, and petrochemicals. Seven out of the 30 top
chaebols filed for bankruptcy in 1997, and as merchant banks struggled to repay their large debts
to foreign creditors, the foreign exchange reserves depleted quickly' 00 (Lim, 2005; Kihl, 2005).
Kim (2000) argues that precisely because real estate in Korea had already been declining
since the mid-1990s (with its prices steadily falling as early as 1991), real estate trouble could
not have caused the IMF crisis in Korea.101 He further correctly notes that the financial sector's
lending for real estate purchases and development in Korea had been minimal, which implies
that real estate had little connection to the troubled Korean financial sector in 1997. Rather than
being caused by it, the IMF crisis brought a big blow to the already suffering real estate.
Within a year of the IMF crisis, unemployment skyrocketed from 2% to 8%, which
implied a reduction in household income and growing insecurity ofjobs. Interest rates also
increased to over 20% per year. The demand for housing plummeted, while houses for sale
99 One of the well-known causal explanations for the economic crisis was that Korea rushed its financial
and capital liberalization without modernizing its banking systems. Without modem banking supervision
and financial institutions in place, the rushed capital liberalization only triggered a massive inflow of
short-term foreign loans, making Korea susceptible to the Asian Financial Crisis (Chang, 1998).
100 By 1997, the ratio of Korea's short-term foreign debt to its foreign currency reserves was 67%, which
was the highest among all Asian and Latin American countries (Kihl, 2005).
101 Renaud (2000) argues that in Thailand, real estate's sudden collapse after a huge bubble led to the
banking crisis, which then led to the currency crisis. In Korea, the real estate price bubble was almost
gone by 1997 (Kim, 2000).
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poured into the market, due to many homeowners wanting to sell their homes to mobilize cash.
This resulted in a rapid drop of housing prices (about 20-30%) in 1998, and housing construction
approval and actual housing construction fell 41-54% from the previous year. Further, as home
purchasers, who were economically hurt by the crisis, failed to keep up with their scheduled
payments, many homebuilders faced serious cash-flow problems. Thus, in 1998, 432
homebuilders went bankrupt, marking the highest (14.3%) bankruptcy rate to date (see Table
4.3.7) (Lim, 2005; Kim, 2000).
Table 4.3.7: Bankruptcy of private homebuilders (1993-1999)
Year 1993 1994 1995 1996 1997 1998 1999
Bankrupt homebuilders(n) 44 60 172 183 232 432 91
Bankruptcy rate (%) 0.7 1.5 4.2 4.8 6.5 14.3 2.6
Source: Lim, 2005
In fact, both the demand and supply of housing were severely constrained and restricted
at the time. The lack of investment in the construction sector that comprised a large portion of
Korean economy was problematic. The construction industry was highly labor-intensive, 0 2 and
was also known to have influence on the manufacturing sector. 03 Fearing detrimental asset
deflation, rising unemployment, and overall stagnation in the economy, the central government
had a strong motive to revive the homebuilding and construction industry in the late 1990s.
The same characteristics of the construction industry also led to the state relying on its
promotion of real estate and construction activities, in order to quickly revitalize the domestic
economy. In addition to the soaring unemployment, the IMF crisis had reduced per-capita-
102 The Korean government could not ignore the homebuilding industry with more than two million
workers. Mr. Lee Choon Hee, then the director of Housing Policy at the Ministry of Construction,
claimed that it was the government's urgent priority to revitalize the housing industry and to increase the
job opportunities for the unemployed during the IMF crises. The official number of unemployed had
reached two million, among which half belonged to the construction sector (KBTK, 2007).
103 Park (2004) stated that in 2000 the construction activity induced new manufacturing production
equivalent to 9.7% of its total production, and new manufacturing employment equivalent to 10.8% of its
total employment.
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income to US$6,823 in 1998 (two-thirds of US$10,379 in 1997), with overall industries
operating at a mere 65% of capacity (Hangook Gyungje, 1998-02-05, 1999-01-21). As the
central government carried out painful industrial and economic restructuring under the IMF
mandate, 104 it sought to relieve some of the economic and social pressures through stimulating
domestic construction activities. Hence, the state introduced a comprehensive package of
deregulation and stimulation measures in real estate, soon after the IMF crisis.
On the demand side, the state enacted various tax reductions related to home purchases,
and created the Korean Mortgage Corporation (KoMoCo) to start the mortgage-backed securities
(MBS) for the first time in Korea. The government also eased the new apartment purchase
eligibility qualifications, which had previously been strictly regulated through the subscription
account requirement under the HDPL. In the new regulation, 1) the homeowners of large units or
those owning more than two homes were allowed to be included as the first rank in the drawing,
2) the waiting period for the reselection was reduced, 3) the resale of subscription accounts or the
right to purchase was allowed, and 4) instead of one account per household, anyone over 20
years old was allowed to open a subscription account (KBTK, 2007; Lee, 2006).
On the supply side, under the national urgency, some of the HDPL regulations that had
been socially difficult to deregulate were removed. For example, the price-ceiling regulation,
which was slowly being deregulated since the mid-1990s, was finally lifted in 1999. The size
distribution requirement, 105 which had led to the artificial scarcity of large units in the housing
104 The package came with the conditions that Korea 1) conduct market-oriented reforms in its trade,
financial markets, and labor institutions; 2) open its markets further; and 3) reduce government spending.
105 The price ceiling (which required homebuilders to sell their new units at a lower regulated price) was
higher for larger units than the smaller ones, although the cost of production did not increase (but rather
decreased) with size. Hence, the developers preferred to build large units. The purchasers also favored
them over small units, for the large units led to higher windfall gain from the price control due to their
popularity in the market. In these circumstances, the central government, under the HDPL, regulated the
143
market, was lifted as well in 1998. In addition to the apartment-related deregulations, the central
government led other deregulation measures to stimulate construction activities, such as allowing
a residential floor space ratio up to a drastic 90% in the mixed-use Commercial-Residential
Complex (CRC) buildings in 1998. With the deregulation, many chaebols built CRCs as high-
rise luxury apartments on commercial lands, and they became popular development projects
during and after the IMF crisis, as will be explored in the next chapter.
Again, the state was recalibrating its previous disciplinary measures in the urban property
market, in order to achieve its aims and purposes during the more severe economic downturn in
the late 1990s. And, just as it had during its creation of the property market, it was intervening
and maneuvering in both the supply and demand sides to achieve a more effective outcome.
4.4 Conclusion
When the property market established by the past authoritarian governments began to face
problems in the late 1980s with the economic boom in the industrial sector, the newly
democratized state had political and economic motivations to actively find solutions to the
problems of increasing real estate prices and lagging housing supply. It pushed forward
ambitious TMHCP and suburban residential new town developments, and in the process, relied
on the past regimes' experiences and their policy measures in the property market, and yet also
recalibrated them, in order to successfully meet the housing development goals. Not only was the
new democratic regime able to contribute to solving the housing supply problem, but it also
managed to sustain economic growth after the industrial economic boom in the mid-1 980s. This
new latter role of the state using property development to counterbalance declining industrial
size distribution of the new units developed in apartments. 60% of total units had to be smaller than 85 sq
meters of net floor space, and 20% had to be smaller than 60 sq meters (Kim, 2002).
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economic growth became more enhanced after the TMHCP and the new towns, as they had
caused sudden growth and expansion of the urban property market and the construction industry
in the 1990s. When the IMF crisis hit Korea in 1997, the state, again building upon the prior
experiences, brought some of the non-disciplinary and deregulating measures to the property
market, modifying its supply and demand, in an attempt to stimulate the national economy,
during the painful industrial restructuring. This time, however, specific development initiatives
were left to the localities, which gained some power with Korea's political decentralization in
1995. The next chapter takes this transition as its starting point, exploring the local development
cases of commercial-residential complexes that took place, following the IMF crisis, in the
vacant commercial plots of both Bundang and Ilsan new towns.
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CHAPTER 5. FROM CENTRAL TO LOCAL: STATES, MARKETS, AND
CITIZENS IN CITY BUILDING
By the late 1990s, Korea was going through another wave of transformation: in addition to
democracy since 1987, it faced a new drive for local autonomy with the 1995 local elections,
held for the first time in more than 30 years. Moreover, as mentioned in the previous chapter,
there was the national economic (IMF) crisis in 1997, resulting in a wide range of economic and
social restructuring in Korea, including extensive deregulation of the previously disciplined
housing and construction industry. These political and economic watersheds increased the trend
of locally driven (as opposed to nationally driven) developments in city building, with the strong
sentiments of decentralization and democracy. In addition, various national deregulation
measures further encouraged local governments and market actors to initiate development. One
of the key examples was the national state deregulation of the Commercial-Residential Complex
(CRC) development criteria in 1998, which resulted in the sudden proliferation of the private
sector-led developments of high-rise CRCs in Seoul - the city with the highest market potential
for supporting the real estate development.106
The Bundang new town, as an extension of Seoul, also hosted many CRC developments,
taking advantage of the national state's deregulation measures. In fact, due to its availability of
massive vacant commercial land, it ended up with Korea's largest aggregation of CRCs by the
early 2000s. Sharing many similarities with the Bundang new town, the Ilsan new town likewise
had large vacant commercial land, and its private landowner and the local government sought to
bring CRC development, beginning in 1999. However, surprisingly, they failed, and the targeted
106 Between 1998 and 2007, Seoul had 257 completed CRC projects and 69 projects under construction
(Hangyure Shinmun, April 5, 2007). Compare this with the total of 29 CRC projects built earlier in 22
years (1968-1990) in Korea (Gallent and Kim, 1998).
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site still remains vacant today. Considering the two new towns' similarities, why only one of the
new towns' local actors could successfully take and implement the equally available
development opportunities created by the central government's deregulation of CRC
development, is puzzling. The chapter aims to unravel this puzzle, and in the process, explores
what the changed role or the "limits" of the national state are in the newly emerging context of
democratized and decentralizing Korea.
5.1 CRC development and decentralization: background
Korea in the late 1990s was distinct from its earlier periods, because of the the IMF crisis and the
decentralization policies that went into full swing after the 1995 political decentralization. Under
these two conditions, there emerged the controversies surrounding the push for CRC
developments in Bundang and Ilsan's vacant commercial lands. As the national state revised its
regulations to encourage CRC developments in 1998, the elected mayors, seeking prosperous
property development, sought to develop their new towns' commercial areas with the CRCs.
What is a CRC development, and what were the decentralized conditions at the time?
What is a CRC development?
From a planning perspective, the mixed-use development of CRC enables efficient use of
land, by enabling synergistic interaction among the different (residential, commercial, and
business) uses within one building. Specifically, because CRCs are built on commercially zoned
land with residential uses, they are expected to add both commerce and people to urban centers,
revitalizing and preventing them from becoming empty at night. Further, by co-locating
businesses and retail with the residential units, CRCs can contribute to reducing traffic
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congestion problems (Yoon, 2002; Gallent and Kim, 1998). Therefore, a CRC, in concept, is a
desirable development.
In Korea, a CRC development had been regulated in terms of allowable residential space
ratio (less than 50%) and the number of dwelling units. 0 7 Even for these units, however, there
was a problem of low demand, because home purchasers had a negative image of CRCs,108 and
were concerned about the lack of residential environment and potential real estate value
increases compared to apartment complexes. Hence, unable to attract middle-class buyers, and
thus the private sector's interest, only a handful of them had been built from the 1960s to 1980s
(see Table 5.1.1). However, after 1994, deregulation started to allow more residential
development in CRCs, and in 1998, amid the IMF crisis, the central government drastically
increased the residential floor space ratio up to 90% (without any limit on the number of
dwelling units), which probably was conceptually the maximum acceptable residential
development for the "commercial"-residential complex. A CRC thus developed with 90% floor
space dedicated to residential uses on a commercial land that usually has a high FAR109 became
107 In more detail, if residential space was more than 50% in a CRC, its upper limit on the number of
dwelling units was 20. If its residential space was less than 50%, the CRC could have the limit of 100
dwelling units (Lee, 2006).
108 Korea's first CRC, Saewoon Sang-ga, was built in 1968, as part of Seoul's renewal plan for the city
center's slum area. It was a megaproject at the time, comprising eight interconnected buildings ranging
from 8 to 17 floors. Its first four floors were developed as retail and the rest of the upper floors were built
as apartment units. It was a landmark symbolizing modernization, and movie stars, professors, and
government officials moved in. However, Saewoon Sang-ga's fame was short-lived. As the Kangnam
area was developed in the late 1970s, many middle- and upper class moved out of Kangbook's city center
to Kangnam. Soon afterwards, the Saewoon Sang-ga stopped being an attractive residential option and
quickly started to deteriorate, setting a negative image of CRCs to Koreans. (In 2008, Saewoon Sang-ga
was demolished for the area's redevelopment purpose) (Chosun Ilbo, May 29, 2007; Donga Ilbo, July 26,
1967.)
109 Floor-to-area ratio (FAR) is the ratio of total floor space against the area of the land site. Therefore, in
general, the higher the FAR, the taller a building can be built. Commercial land has much higher FAR
than residential land, allowing CRCs to be built as high-rises.
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more of a "residential high-rise"" 0 111 than what planners would conceptualize as a CRC (Lee,
2006).
Table 5.1.1: Mixed-use CRC developments in Korea (1960s-1980s)
Date Buildings (n) Average number of floors New households in CRC (n)
1960s 4 11 504
1970s 15 6 1735
1980s 10 13 615
Source: Modified from Gallent and Kim, 1998; adapted from Korea Housing Institute (1996)
These changing regulations both responded to and stimulated greater private sector
interest in high-rise construction. The subsidiaries of chaebols, capable of building and
marketing the high-rises, developed these new types of CRCs as residential high-rises. They
developed the 10% requirement of non-residential uses as high-end retail (e.g., cafes, restaurants,
and grocery shops) and recreational facilities (e.g., gyms, swimming pools, and golf practice
centers) for the CRC residents. The CRCs also had very intense security systems and embedded
automated home networks, enabling residents to control the entire home (e.g., lighting, heating,
washing machine, and even a coffee maker) via a control panel and remotely through a phone.
With the chaebols' marketing strategy that set the tone of the CRCs as privileged homes
providing new life styles, they became a popular residential trend among the upper and upper -
middle class.
110 Currently, Korea's second tallest and third tallest buildings are both CRCs: Tower Palace III with 73
floors and High Perion I with 69 floors. Most of other high-rise CRCs comprise 30-60 floors, while
recently developed apartment buildings generally have 12-20 floors.
111 Starting in 1994, CRCs could also locate in the Semi-Residential Sub Zone, in addition to the
Commercial Zone (In Korea, Residential Zone is divided into three sub zones: the Residential Exclusive
Sub Zone, the General Residential Sub Zone, and the Semi-Residential Sub Zone). CRCs now had more
opportunities to be developed near the boundaries of main residential areas, and were no longer restricted
to the Commercial Zones in the city centers. Moreover, plots in the main residential areas could be easily
rezoned to host CRCs, since rezoning from either the General Residential Sub Zone or the Residential
Exclusive Sub Zone to the Semi-Residential Sub Zone (within the same Residential Zone) was much
easier than rezoning to a Commercial Zone. A number of CRCs built in the residential areas were the
result of such rezoning (Hangyure Shinmun, April 5, 2007).
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5.1.1: Tower Palace III - symbolic high-rise CRC project in Kangnam, Seoul
Source: Marc Daouani, 2007
In short, the national state, in its attempt to stimulate construction activities during the
IMF crisis, laid out the legal platform for the CRCs to become high-rise residential projects, and
the private sector took the opportunity to introduce the CRCs as a new pattern of residential
development. The popularity of these modern residential "skyscrapers," with their physical
features contrasting with the barracks-like concrete mid-rise apartments, is adding to
transforming Seoul's spatial patterns to be more similar to other global cities. Further, unlike
apartment complexes with distributive features of providing new homeownership opportunities
to renters and having various unit sizes, the CRCs were developed exclusively for the upper-
middle class and have become "gated communities" in Korea, in a way symbolizing the
polarization, a common aspect of global cities today. However, the fact that not all CRC
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development proposals were successfully carried out indicate that there were local variations in
implementing this development option created by the national state's deregulation in Korea's
decentralizing context.
Decentralization in practice
After the developmental state's highly centralized and authoritarian governing system
from 1961 to 1987, the June 29 Declaration of Democratization in 1987 included promises for
local autonomy, which was to gradually progress throughout the 1990s. Local assemblies were
re-established in 1991, and from 1995, mayors and governors (who used to be appointed by the
central government) began to be popularly elected. Do the decentralization and the increase of
local autonomy bring urban solutions, or problems? This question becomes rather complicated in
Korea, because behind the visible political decentralization, the administrative and fiscal
decentralization reforms have been very slow to take place. For example, compared to other
countries (Japan 34%, France 40%, and the U.S. 50%), Korea's ratio of local functions still
remains in the mid-20s, percentage-wise (see Table 5.1.2). Such a low percentage of local tasks
hinders local autonomy, as the local council cannot make bylaws or ordinances for central tasks,
although they may concern the local affairs112 (Seong, 2000; Choi and Wright, 2004). The
limited administrative decentralization becomes apparent in the two new town CRC development
cases, where even the authority to change the details of a planning regulation of a site was not at
112 For example, the central government makes the basic rules for local government's organizational and
personnel management, including the total number of employees, rules for promotion, and the number of
its organizational divisions. It has also retained the role of appointing the vice-mayors of large cities and
vice-governors of provinces, despite the head executives being popularly elected since 1995 (Saxer, 2002).
A city councilor in an interview complained that the national government set regulations for every detail
of local assemblies, including how much a city councilor should be paid and the date a council meeting
should take place.
152
the city level at the time. The cases will also reveal that how much administrative authority a
local government could have depended on the national state, which has had the legal powers to
decentralize and recentralize administrative roles, disciplining local governments as needed.
Table 5.1.2: Distribution of administrative tasks between different levels of governments
Year Central tasks Delegated Tasks Local Tasks Total
1994 11,744 (75%) 1,920(12%) 2,110 (13%) 15,774 (100%)
2002 31,551 (72.7%) 1,311 (3.1%) 10,052 (24.2%) 41,603 (100%)
Source: Bae, 2007
Note: Delegated tasks include those tasks (such as regulations on land use and collecting statistics) that belong to the
central government but are assigned to the lower-tier governments for administrative efficiency (Seong, 2000).
Besides the piecemeal progression of administrative decentralization, Korea's fiscal
decentralization has been limited as well, and the Korean local governments continue to manifest
lack of financial independence. For example, in 2000, more than half of the Korean cities could
not independently support half of their budget (see Table 5.1.3) (Seong, 2000). In fact, the
average rate of financial independence, which had been just above 60% before decentralization,
has fallen to the 50% range since 1999 (see Table 5.1.4).
Table 5.1.3: Financial independence ratio at year 2000
Ratio <10% 10-30% 30-50% 50-70% 70-90% >90% Total
Metropolitan/province - 4 4 2 5 1 16
City 21 22 16 12 1 72
Source: Bae, 2007
Table 5.1.4: Financial Independence Ratio (1997-2009)
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 12009
63.0 63.4 59.6 59.4 57.6 54.8 56.3 57.2 56.2 54.4 53.6 53.9 53.6
Source: Ministry of Public Administration and Security, "Financial Yearbook of Local Government" (each year).
Why did the financial independence rate decrease with decentralization reforms? First,
while the share of local expenditure has increased with decentralization, Table 5.1.5 illustrates
that the share of local tax revenues remained around 20%. In other words, the national state was
slower to decentralize its revenue sources than decentralizing the expenditure -requiring roles to
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local governments, resulting in the share of local expenditure exceeding the national expenditure
in 20041 (Bae, 2007).
Table 5.1.5: Local tax share (1996-2007)
Year 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Ta(%) 21.1 20.8 20.2 19.7 18.1 21.8 23.3 22.4 22.5 22.0 23.0 21.2
Source: Ministry of Public Administration and Security, "Financial Yearbook of Local Government" (each year.)
Second, political, rather than urban-economic developmental objectives, drove the
support for development projects in Korea's political decentralization. Elected mayors have a
tendency to fund and execute more local projects to showcase their abilities and to please their
constituents, whereas appointed mayors in the past were concerned about pleasing the central
government with better balanced budgets. With the coming of local elections, local states have
been criticized for leading massive projects (e.g., recreation towns, stadiums, and airports)
competitively and often beyond their capacity (Chosun Ilbo, July 14, 2010).
Given the limited financial resources, and yet politically decentralized election system, it
is not surprising that mayors, especially those within the capital region, would rely on, and be
interested in, hosting real estate developments that can easily attract private developers and have
a high probability for market success. In the two CRC development cases, both mayors were
active promoters and supporters (using predictable discourses). In Ilsan's case, the mayor
claimed that the development would be a stepping-stone for the city to become a "global city"
(Koyang assembly record, April 18, 2000); in Bundang's case, the mayor had made an election
campaign promise to develop the site. However, some of the key urban planning functions were
still centralized, as will be discussed in the following sections. The two CRC development cases
113 See Libertun (2005) on similar decentralization problems in Argentina. In her case, decentralization
led to the financially deprived local municipalities around Buenos Aires. These localities increasingly
rezoned their land to host gated communities, in order to increase their tax base.
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thus demand a multilevel analysis for a more accurate account, beyond what the media have
criticized as local mayors unjustly trying to pursue profitable CRC development against citizens'
protests (DongA Ilbo, January 17, 2000, October, 28, 2001; Hangook Gyungje, May 26, 2002).
5.2 Multilevel and multi-scale actors in the CRC development cases of the two new
towns
The issue of what is locally decided and what is nationally decided is itself rather complex in the
Korean case. Indeed, in addition to the "national versus local" distinction, the concept of "local"
itself can be divided into multiple scales and levels. First of all, the Korean local governments
are organized in a two-tier system: the upper tier is composed of nine provinces and seven
metropolises and the lower tier is composed of71 cities and 94 rural counties under the nine
provinces, and 69 autonomous districts under the seven metropolises. Ilsan and Bundang new
towns are each in the cities of Koyang and Seongnam, which are both under the same
jurisdiction of the upper-tier provincial government of Gyeonggi (see Map 5.2.1). The CRC
development controversies took place in sites called Baeksok-dong (district) within the Ilsan new
town, and the Jungja-dong (district) within the Bundang new town. Under the disaggregated
political power, citizens had more incentive to mobilize. Yet citizen mobilization formed around
the economic interests of the residents near the districts, while the mayors and local governments
of Koyang and Seongnam had the first-hand decision-making administrative authority for the
CRC development. (This scale difference already explains why a mayor might proceed with the
development despite the "citizen" protests.) The Gyeonggi provincial government also
sometimes had administrative authority involved in the case. To avoid confusion, this chapter
only uses the names of the new towns (Bundang and Ilsan) instead of those of the cities.
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Map 5.2.1: Ilsan and Bundang new towns and their cities in the province of Gyeonggi
The origins ofplan modification
The two CRC development controversies started at the same time in 1999, because the
1998 national legal revision made the CRCs on commercial land a profitable development option
for the landowners and the private developers, and the Ilsan and Bundang new towns at the time
had much underdeveloped and unsold commercial land, in contrast to their already completed
residential development. This is not surprising, considering that the new towns had been created
to propel apartment developments and to increase homeownership opportunities for the middle
class. Unlike the residential development, which was fully and institutionally supported by the
national state (Chapter Four), commercial and business development was left on its own. In fact,
the promotion of non-residential developments (under the new towns' economic self-
sustainability concept of a balance between jobs and homes) was against the overall national
territorial development policy, which had been seeking to regulate and limit economic and
industrial growth in the capital region for decades. In this conflict, there were lacking available
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policy instruments to boost the sales of new towns' commercial and business lots. Even within
the Ministry of Construction (MOC), the NTCPT (New Town Construction Planning Team),
having the interest to stimulate commercial and business activities in the two new towns,
conflicted with other MOC departments that had the roles to prevent development in the capital
region (Ahn, 1994).
Nevertheless, as if to publicly display their promises of economic self-sustainability, the
new towns had a high 8% of land initially allocated for commerce and business, when that of an
average city in Korea was 2% (Lee and Ahn, 2005). Another explanation for this high percentage
of commercial land could be that KOLAND, under a self-supporting accounting system, was
prone to increasing the allocation of commercial land, which it could sell at the highest price.
Commercial and business lots were sold through competitive bidding, unlike the residential lots
that had their prices fixed in accordance with the site preparation costs. At the time, the
residential lots were sold at 1 million Won/pyong (about $1000/3.3 square meters), while
commercial lots were sold at 6 million Won/pyong and business lots were sold at 4-5 million
Won/pyong (interview with Professor Ahn, who was then the main KRIHS consultant and
planner for the new towns). Without any support from the state for developing the large
allocation of commercial land, KOLAND failed to sell many of its commercial plots, even after
the national state's public announcement of the new towns' completion in 1995 and 1996 (see
Table 5.2.1).
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Table 5.2.1: The sale of land in Bundang and Ilsan new towns by 1996
Bundang Ilsan
Zone Total (# lots, Sold (# lots, Sale rate (%) Total (# lots, Sold (# lots, Sale rate (%)
1000m 2) 1000m 2) 1000m 2) 1000m2)
Residential 3,281 (6,349) 3,273 99.95 6,133 6,105 99.7
(6,346) (5,261) (5,247)
Commercial 932 (1,640) 514 (928) 56.6 596 (1,234) 308 (464) 37.6
Public 264 (2,193) 223 (2,081) 94.9 198 (1,741) 166 (1,397) 80.2
Total 4,477 4,010 91.9 6,927 6,579 86.3
(10,182) (9355) (8,236) (7,108)
Source: KOLAND 1997; 1997b, modified by the author
Before the national drive for stimulating construction activities during the IMF crisis,
KOLAND did not have any incentive to discount the land prices of unsold commercial and
business lots, because KOLAND was responsible up to the sales of the land and did not continue
to the later process of the new town management, and thus the subsequent development would
only benefit the local government. Therefore, increasing its profit through land sales was the
primary interest and concern for KOLAND, and it was reluctant to sell its commercial lots at
discounted prices, especially when its past land development experiences had revealed that
unsold lots eventually got sold at higher prices in the long run, with the overall development near
the area. This gap between the national and local interests resulted in the underdevelopment of
the commercial sites in the new towns. However, in the late 1990s, acting on behalf of the
national state, KOLAND began to stimulate their sales and development more enthusiastically.
In the case of Ilsan, KOLAND greatly discounted its land price of a 27.4-acre parcel
located at the new town's gateway (see Map 5.2.2). The site had been originally designated for a
Publishing Industrial District development, which was to create a synergistic effect between the
publishing companies, culture industries, and information technology. However, KOLAND had
not agreed on the land price with the project's developer, the Publishing Association, 114 and the
development was attracted to another city (Paju) in 1994, leaving the site vacant. In December
114The Publishing Association is a nationwide organization of publishing companies in Korea.
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1998, KOLAND sold the site to a private developer, Yojin Construction Co., at barely more than
half of the price it had previously demanded, hoping that it would lead to immediate
development.
Map 5.2.2: Boundary of Ilsan new town and former Publishin Industrial District site
As expected, soon after in February 1999, Yojin sent a request to the city to rezone the
site from commercial to residential so it could develop an apartment complex. After learning the
intentions of the new landowner (Yojin), the entrepreneurial Mayor Hwang suggested a more
grandiose global mega-project scheme of CRC development, seeing an opportunity to display his
ability to bring impressive development projects to his city. Yojin readily agreed, and together
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with the mayor, began to expedite its "Yojin Town" project1 5 comprising 10 CRCs of 55 stories,
totaling to 3,466 residential units, including 1000 units exclusively for foreigners. In the words
of Yojin's Mr. Pyun (who has been responsible for the project since its initial stages):
We bought that land during the IMF crisis, when the real estate
market was down. [..] We purchased the land, because we saw
enough development potential in it. At first, we had planned to
build an apartment complex, but the mayor proposed to us the
concept of building a landmark with the CRC developments that
were 50 to 60-stories high. We said ok to that.
Whereas KOLAND sold its land cheaply to Yojin to propel the private sector
development during the IMF crisis, perhaps seeing more development potential for Bundang
(located near Kangnam), KOLAND was more directly involved in pushing forward the CRC
developments on its vacant commercial lots, and requested necessary planning changes from the
city to facilitate CRC developments on the site. The site was 135 acres of commercial land in the
Jungja district (divided into eight sub-districts), 116 and fragmented into many plots. The area was
originally planned as the central business district (CBD) of Bundang, and was physically isolated
by a major highway on one side and the river on the other (Map 5.2.3), resulting in its lagging
development 17 (Table 5.2.2). Further, during the national economic crisis and the restructuring
115 The Yojin Town was a name used to publicly promote the development, which was in reality an
aggregation of a number of CRC buildings as a residential development complex.
116One of the districts was a special district (25-acres) reserved for a regional shopping center
development (see Map 5.2.2). This shopping center was an ambitious plan to build Korea's first large-
scale suburban shopping center, which was expected to cater to the vast southern areas of Seoul and its
surrounding cities. It was planned to comprise a department store, a mall, hotels, a large-scale stadium, a
sports center, and an exhibition center (Lee, 2006; Ahn, 1994).
117Jungja district did not attract development compared to other Bundang commercial and business lots,
which were located adjacent to residential developments. For instance, areas near the subway stations of
Seohyun, Yatap, Sunae, and Ori (which were all adjacent to residential developments) attracted numerous
shops, malls, and a department store, as new incoming residents filled the nearby apartments. By the year
2000, 47% of commercial and 43.3% of business sites in the Bundang new town were developed overall.
Yet only six lots (out of its total 187) were developed in the Jungja district. Four out of the seven sub-
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of the private sector, the area's development potential looked even dimmer, as the few firms that
were planning to relocate or invest in the area withdrew their plans. 1 8 This huge aggregation of
vacant commercial plots, without much prospects of development in the near future, was not
only a problem but also an opportunity, because it triggered more urgency for active state
intervention to bring significant changes to the site, and also gave more leverage in the process
of addressing the huge site as a whole.
Map 5.2.3: Jungja district of Bundang
districts had two or fewer developed lots, and the other three had no development at all, practically
leaving the Jungja district vacant (Seongnam, 2000).
118 The most notable example would be the LG group canceling its project to build a major R&D center
in the Jungja District 1, due to the corporate restructuring at the time. Further, as large department stores
went bankrupt during the economic crisis, there were questions about the economic feasibility of the
mega-scale regional shopping center originally planned in one of the Jungja districts (Seongnam, 2000).
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Table 5.2.2: Sales and developments of J nga districts' sites in February 2000*
Area Shopping Jungia 1 Jungja 2 Jungja 3 Jungja 4 Jungja 5 Jungia 6 Jungja 7
Unsold 0(0) 31 27 30 38 10 13 8
(# lot, M2) (80,666) (46,247) (27,905) (77,333) (46,080) (31,758) (19,864)
Sold 1 5 10 6 3(6,397) 1 1 3
(#lot, m2) (129,166) (19,415) (13,934) (17,157) (14,918) (4,149) (22,613)
Developed - 1 2 - 2 (3,577) - - 1
(#lot, m2) (1,001) (1,240) (1,592)
Total 1 36 37 36 41 11 14 11
(# lot, m2) (129,166) (100,08 (60,181) (45,062) (83,730) (60,998) (35,907) (42,477)
1)
Sales (%) 100 25 (44) 30 (31) 16.7 7.3 (7.6) 9.1 7.1 27.3
(38.1) (24.5) (11.6) (53.2)
Develop- 0 2.8 (1) 5.4 (2) 0 4.9 (4.3) 0 0 9.1 (3.7)
ment (%) I I I
Source: Modified from Seongnam, 2000, based on Land Record, February, 2000
* This table illustrates that in the year 2000, the development in the Jungja district was almost non-existent,
suggesting even less sales and development in the year 1998, when KOLAND started to seek CRC development.
Figure 5.2.1: A photo of contrastingly vacant Jungja District (in the left-bottom) against
the residential area, already built out with apartments, in the Bundang new town
Source: provided to the author by Mr. Cho Hyun Se
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In addition to the problem of underdevelopment and lost potential tax base, the site
generated a necessity for a strong local state intervention in the urban development, with its
slowly emerging unplanned and unwanted developments. Officetels (commercial buildings used
as apartments in reality and yet developed without much consideration for their real use as
residential) and small-scale love hotels (small motels where extra-marital affairs often took
place) were becoming popular among developers in Korea for their relatively low development
costs and high profitability, even during the national economic downturn. Particularly because
the Jungja district had a number of small-sized commercial lots, it was susceptible to petty
capitalists, who could purchase a lot to develop it with these profit-making uses.
Among the six developments that existed in the Jungja district at the time, two were love
hotels and one was an officetel, and the city expected more permit requests in the near future
(Seongnam, 2000b). In Korea's centralized legal institution, the local state lacked disciplinary
powers over the private sector, because if it were to deny the proposal for a development that
was legally allowed in the site's zoning and planning guidelines, it could be sued and lose in an
administrative court. The other solution could have been to change the planning guidelines to
prohibit such uses, but that would have left the Jungja district vacant for a longer time,
disadvantaging the city, KOLAND, and other private landowners in the district.119 Therefore,
KOLAND's request to change the planning to allow CRCs was a great opportunity for the local
state to promote high-rise CRC developments, at the same time prohibiting further construction
of deviant uses in the area. The state readily negotiated with KOLAND, and resembling a "local
developmental state," enforced new school developments (two elementary schools, one middle
119 Another solution to develop the site with desirable uses would have been the city purchasing the land
and developing it into a park or other uses benefiting the public. In fact, this was what some of the
opponents had demanded. However, it was a very unrealistic solution, as the city had no such financial
means.
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school and one high school) for the Jungja district in exchange, by requiring (and disciplining)
KOLAND and a private developer to donate parts of their land, despite the fact that such
residential service use was not required from a CRC development.'" Mr. Lee, then Bundang
Mayor Kim's assistant, described the situation thus:
There were no means to stop the unplanned development that was
taking place, and the private sector was moving very fast [...] In
the situation, we wanted to find a way to increase local
government's participation and involvement in the site's
development. Rather than letting the private sector's deviating
development to eventually take over, we decided to take control by
re-planning the site entirely, promoting its development, allowing
the CRCs.
To summarize, the mayors actively engaged in both development cases in Ilsan and
Bundang new towns, unlike in the past. Under the newly spreading ideologies of local autonomy
and decentralization, bringing impressive development on the problematic large vacant
commercial sites implied an occasion to showcase their competency, and the mayors saw a great
opportunity in the national deregulation of CRC development. However, not everyone supported
the development. And in fact, both cases unexpectedly became highly controversial with intense
protests within the new towns.
Development conflicts
Democracy and decentralization bring more room for social mobilization, as locally
elected politicians cannot easily ignore citizen protests. Further, both entail the ideologies of the
bottom-up approach and the importance of citizen opinions in governance. In the circumstances,
the citizen protests were initiated by civic activist groups, and were joined by a number of
120 To be more precise, in the end, KOLAND provided two lots, and HI (the private landowner of the
regional shopping district) provided the other two lots for school development.
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residents in the new towns. Their main argument was that the new towns should be striving
towards achieving self-sustainability, and that building another housing project, which was what
CRC development was, would undermine this goal. In Ilsan, civic activist groups 12 1 formed the
"Citizen Committee for Opposing the CRC," and together with participating new town residents,
held street protests and led a referendum for the first time in Korea. Similarly in Bundang, the
"Public Committee to Fight the Unjustifiable Rezoning Case" was established, led by the
Seongnam Citizen Association, in order to systematically oppose the rezoning. They not only led
street protests, but also requested Mayor Kim to resign, if he were to insist on pursuing the CRC
development.
Even considering the expectations for local autonomy and the planning objective of
building a better new town, it is perplexing as to why Korean residents would suddenly take
interest and actively join the mobilization around the city building process, especially when the
development did not infringe on their own property rights. After all, Koreans were used to being
alienated from the state-led urban development processes and had been generally passive
recipients of the city building outcomes. To understand their motives in these cases, one needs to
consider who the new towns' residents were - the new homeowners.
As explained in Chapters Three and Four, Koreans have been joining the economic
middle class status by becoming the homeowners of apartments, through which they have
significantly increased their wealth. The Bundang and Ilsan new towns were developed to extend
such new homeownership opportunities, and thus their residents comprised many recent new
homeowners, who were about to move up the socio-economic ladder. These residents were
121 To name a few, other citizen activist groups that joined the anti-development movement were Koyang
Citizen Association, Ilsan's New Resident Association, Koyang Youth Association, Korean Federation of
Environmental Movements, Making Walkable Cities, and Green Consumer Organization.
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highly aware of, and sensitive to, their real estate (apartment) value changes, explaining their
particularly active citizen mobilizations. In other words, the national state's creation of the urban
property market, together with decentralization, appeared to have resulted in increasing the
motivation for social movements in Korea.
Then why did some of the existing residents of the new towns perceive CRC
development to work against their real estate value appreciation? During the initial development
of the new towns, the national state had publicized them as economically self-sustaining, in order
to attract potential home buyers. Even though many had jobs in Seoul, Bundang and Ilsan
residents disliked the thought of their new towns becoming "bed towns," which could reduce the
attractiveness of the towns and their real estate values. Moreover, the late 1990s was when the
housing prices, in general, were in decline (as was discussed in Chapter Four). In this already
sluggish housing market, increasing the supply of residential units (CRCs) in the commercial
land preserved for job-creating uses suggested a high possibility for a reduction in the values of
nearby existing homes. Therefore, many of these homeowners considered CRCs as a problematic
development, and the opponents criticized their local governments for attempting to attract easy
development of CRCs, instead of putting more effort into bringing job-creating commercial and
business developments to the new towns. 2 2
122 In the case of Ilsan, one of the alternative solutions proposed for the site by the opponents was to
develop it as a high-tech start-up cluster. This proposition, however, was considered "unrealistic,"
because there was no legal basis for the city to develop a high-tech start-up cluster on privately owned
land, for which its landowner had already submitted its own development proposal. Even if the city were
to successfully purchase the land from Yoj in, only the governor had the authority to designate such a
cluster, resulting in uncertainty as to the outcome. Most importantly, the cost was expected to be too high
for the city's financial capabilities. High-tech start-ups generally demanded very low land price (or rent)
to locate themselves, while Yojin (unwilling to sell its land) would probably ask for a high land price
from the city. Hence, the cluster development seemed highly unfeasible - if possible at all - to the city
(Koyang assembly record, June 3, 2000).
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There was another sentiment that worked against the CRC developments. In addition to
the economic self-sustainability, Ilsan and Bundang had been publicized from the beginning as
"suburban" new towns, as an alternative to Seoul's overcrowded urban living environment
(although they ended up very much like the urban landscape of Seoul with their majority of
development comprising massive apartment complexes). The suburban-ness evoked the
ecological sentiments that had long been denied to the urban Koreans, due to the developmental
state's overwhelming modernization and rapid economic development. Hence, the new town
residents believed that their home values depended on how well the "suburban new towns" could
develop ecological attributes, which would also compensate for the longer commute to Seoul. It
is not a coincidence that in both cases, the opponents had once suggested that the local
governments buy the whole site and develop it as a park or a green space, although these
suggestions were quickly disregarded as naive and ludicrous, as local governments had no such
financial means. Further, in the case of Bundang, the new town residents that protested against
the development were the residents of Sangrok Apartments (right across the river of the Jungja
district), 2 who had been enjoying the views of the mountains unblocked by the vacant site and
cultivating vegetables and fruits on the district's random empty lots, without any legal
authorization. In short, although both sites in controversy were commercial land waiting for
commercial development, there was an overall preference among the new town residents for
more ecological space and greenery, which could raise both the use and exchange values of their
apartments.
123 Based on multiple sources of interviewees.
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Figure 5.2.2: A view of Sangrok apartments (taken from the Jungja district)
Note: These Sangrok apartments look like typical apartment buildings (of 10-20 floors) built in the new towns.
The particularity of the homeownership-driven mobilization for development projects
(prevalent in democratized and decentralizing Korea) is that the effects on real estate values
cannot always be predicted in a clear-cut way, and homeowners could conflict with each other
(Park et al., 2001). For example, in Ilsan, some of the residents, who lived right next to the
vacant site, mobilized and created the Residential Committee on Development of Baeksok Dong,
in order to support the CRC project, clashing with the anti-development movements. 2 4 For them,
124 They argued that the CRC development would bring more vibrant economic activities to the area, andoften held meetings in restaurants, collected signatures supporting the development, and openly criticizedprotestors. Their solidarity and influence became very powerful (even "overwhelming," according to anopponent interviewee). To name a few existing neighborhood associations that supported the CRCdevelopment: Bak-sok dong Women's Association, Baek-sok dong Live Right Association, Baek-sokdong Athletic Association, a number of Baek-sok dong Resident Association, Koyang YMCA, andKoyang Real Estate Association (Bae, 2000).
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the CRC project was an immediate remedy to the problematic vacant site, where people dumped
their garbage and stray youths congregated at night, causing negative externalities to their real
estate values. In Bundang, because of the site's physical separation from its residential area,
there did not exist similar organized support for the rapid development. Rather, its anti-
development homeowners conflicted with the renters, who supported the CRC development.
These renters were from the public housing located south of the Jungja district, where there were
few schools in the area, and they thus welcomed the city's proposal to build new schools with the
CRCs. Yet, renters' use value was far from being comparable to homeowners' exchange value of
their real estate, and this weaker interest of the renters did not effectively lead to pro-
development movements.
In other words, the anti-development movements by no means represented the entire new
town, let alone the city. Yet, in a democratic and decentralizing setting, local governments
attempted to address their criticisms. In Ilsan, the city requested an environmental impact
analysis from the Seoul City University, because there were complaints that the 55-story
buildings would prohibit the dispersion of toxin particles produced by a trash-burning facility
nearby.2 5 Further, when criticized about the density of the development with the building height
limit increase from 10 stories to 55 stories, the city explained that the new FAR would be
lowered from the original 800% to 699% - taller buildings with lower FAR meant more open
space in the area. In Bundang, following the requests of the citizens for re-inspection of the
development plans by an outside research institute, the local government commissioned the
research from the Seoul National University. The university research team concluded that Jungja
district's planning guidelines be revised to accommodate the CRCs, and developed a new
125 With the wind experiments, SCU concluded that there would be no scientifically significant
environmental hazards from the high-rise developments in the area.
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suggested guideline (UCR, 2002). Despite the endeavors, both cities failed to respond to the
corruption controversy raised by the opponents, who suspected bribery between the local state
and the private sector. The corruption controversy was very difficult to refute or dispel, while the
Korean society was particularly sensitive to the state-private sector coalition, with its past
experiences of the developmental state and the IMF crisis, where a number of national bribery
cases came to be known to the public. 2 6 The media and the general sentiment in the society
against corruption appear to have been the strong allies of the anti-development movements,
according to Mr. Park, who was with the urban planning department at the time of the Ilsan case.
Citizens against the development protested by raising a corruption
controversy. Frankly, there is no end to such suspicions. When the
media reported the issue, the prosecutors told us to bring all the
related documents, and so we did, stopping the whole process for a
while. We were aware of the trouble we could easily get into, and so
we carefully followed every legal and administrative procedure for
the project.127
126 The late 1990s was when the Korean society was acutely aware of the corruption involved between
the state and the private sector. The tension started in October 1995, when the President Kim Young Sam
(1993-1998) prosecuted two former Presidents, Roh and Chun, for corruption. Both presidents were
accused of collecting millions of dollars as slush funds while in office. Together with the two former
leaders, the heads of the nation's top nine chaebols were also convicted of bribery. The large and
controversial national trials exposed to the public, just how much a dense web of corruption among
politicians, bureaucrats, and businessmen has existed at the national level during the developmental states.
Then, making the matters worse, the supposedly "more democratic, reform-oriented, and less corrupt"
Kim administration faced its own corruption scandals (Kim, 2007b). The public's disappointment peaked
when the President's second son was found guilty of accepting bribes in return for arranging bank loans
for one of the chaebols, Hanbo Corporation, which declared bankruptcy in January 1997, the very first
signal of the IMF crisis. Citizens, who had expected the democratic and civil government to be different
from the past authoritarian governments, realized that the corruption took place nonetheless and became
disappointed and distrusting of the governments. Park (2000) also argued that the existence of the strong
negative sentiments towards the state and the private sector coalition in decentralized Korea was deterring
local governments from trying to attract private firms to their cities.
127 He considered the case as a "hot potato" for the local government. On one hand, there were citizens
who protested against the development, arguing that the local government was giving Yojin a special
treatment at the cost of Ilsan's self-sustainability. On the other hand, the planning changes were
unavoidable for the site, since it was not fit for an Urban Infrastructure Use. Furthermore, the residents of
Baek-Sok Dong demanded the local government to approve the CRC project to develop the site quickly,
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In the end, both mayors endorsed the projects, in May 2000 (Bundang) and in June 2000
(Ilsan), supported by the strong planning and legal rationales behind the development projects.
Further, while some of the new town residents mobilized against the development (and
sometimes were even divided at that), the mayors' constituencies included the whole city. The
majority of the larger public was likely to perceive successful development of a large-scale
project to be an impressive feat for their city, especially considering the economic benefit it
would bring. The anti-development mobilizations, however, were not all in vain, as they caught
the media and the national attention, and eventually led to the upper provincial government of
Gyeonggi (which had little to gain from a local CRC development, but a lot to lose from
involvement in a corruption controversy), stalling the development in Ilsan. (Only Ilsan needed
to obtain additional approval from the upper provincial government.) Ironically, incomplete
administrative decentralization helped local mobilization to achieve its aims. The important
question then becomes, why did Ilsan's case require the governor's approval, whereas in the case
of Bundang, the mayor's approval was sufficient?
5.3 National state in local city building
When examining the legal and planning aspects of the two CRC development cases, in order to
explain the different approval requirements, it becomes apparent how much the national state has
been involved in the two cases throughout their progressions. In Korea's centralized legal
institution system, the national state's power to make legal changes determined even the locally
driven city building procedures and their outcomes.
and without necessary planning changes, the site was expected to remain vacant for a long time due to
Yoj in's ownership. The local government officials at the time thus faced a dilemma.
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Legal and administrative constraints - the case of Ilsan
The short answer to the question of why a governor had the final approval for the CRC
case in Ilsan was that the site, although under the Commercial Zone,128 had been constrained as
an Urban Infrastructure Use,1 29 which only the governor had the final authority to release.
Because the site had been arbitrarily restricted as an Urban Infrastructure Use for its original plan
to host a publishing industrial district,130 after the development went to another city in 1994,
there no longer existed a rationale to continue to bind it with the restriction, which only allowed
the development of terminals and storage facilities. However, KOLAND sold the land to a
private developer (Yojin) before releasing the site from the Urban Infrastructure Use. And Yojin
purchased the land anticipating that the site's use would be changed without difficulty, not
expecting the corruption controversy.
At the city level, Yojin proved to be correct. Buttressed by the legal and planning
rationales, and the support from the local councils and planning committees,"1 3 the mayor
128 In Korea, urban land is divided into four zones: Residential Zone, Commercial Zone, Industrial Zone,
and Green Open Space Zone. The CRCs could be developed in the Commercial Zone.
129 The Urban Infrastructure Use reserves land for the public uses that are essential for cities and regions,
and cannot be wholly dependent on the market. When a land was designated as a Urban Infrastructure
Use, regardless of its official zoning, it became reserved for public uses (e.g., roads, parks, electricity and
gas supply systems, terminals and storages, schools, public libraries, fire stations, public graveyards, and
sewerage systems), lowering its land price.
130 Although the Urban Infrastructure Use had little to do with the publishing industrial district, the
national Capital Region Control Law prohibited Industrial Zone (the correct land use for the publishing
industrial district). Instead of zoning the site as a commercial and business use under the Commercial
Zone (which would officially raise the land price), the site was arbitrarily constrained as an Urban
Infrastructure Use within the Commercial Zone.
131 By the end of May 2000, the local urban planning committee announced its advice to release the site
from the Urban Infrastructure Use and to develop it with CRCs. In short, it supported the Yojin Town
project. The committee's advice was based on the fact that the site would not be able to find an
appropriate development under the Urban Infrastructure Use. Rather than let it remain vacant, the
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endorsed the project. Yet the provincial government of Gyeonggi, which had the authority to
finalize the planning change over the Urban Infrastructure Use, was prone to denying the request
that was made amid the corruption controversy. Between 2000 and 2003, the city had applied
four times to the Gyeonggi province to nullify the site's Urban Infrastructure Use, and all four
times, the provincial government said no, with an official explanation of the city not having
considered enough Ilsan's "self-sustainability." Each rejection was followed by the city and
Yojin readjusting their land use plans and resubmitting their proposals (see Table 5.3.1).
Table 5.3.1: Urban planning specifics sent from the city to the province of Gyeonggi with
the request to abolish Urban Infrastructure Use
1st request 2nd request 3rd request 4th request
July 2000) (Dec. 2000) (Aug. 2001) (July 2003)
Floor-to-area ratio 698% 350% 298% Less than 298%
Household (#) 3,500 3,500 2,500 Less than 2,500
Commercial (%) 10% 10% 15% More than 15%
Maximum floors 55 Residential: 35 Residential: 28 Residential: 28
(#) +Commercial: 55 +Commercial: 55 +Commercial: 55
Source: a public document prepared by the city of Koyang and provided by the city councilor Kim
After the fourth rejection in 2003, there were two significant events that influenced the
course of the development. First, in 2003, revisions were made in the national RLDPL, and the
revised law prohibited any further land use changes for 10 years after the official completion of a
land development that was made under the RLDPL, such as the new towns. This revision,
suggested by the Ministry of Construction, took place, because there were concerns that when
land lots of a development were not being sold quickly, developers and local governments often
changed their uses, in order to stimulate their sales and development, instead of giving them
enough time to develop as originally planned (Donga ibo, May 20, 2002). Although the Ilsan
committee considered high-rise CRCs, which could become the symbol of Ilsan located at its entrance, as
a solid development strategy. Following the committee's approval, on June 3rd, 2000, the local assembly
also voted "for" the project.
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site could not be developed as its originally planned publishing industrial district, and the Urban
Infrastructure Use allowed no other appropriate development option for the site, it was
nonetheless bound by this RLDPL revision. The Ilsan new town was completed on December
31st, 1995, and so Yojin had to wait until December 31st, 2005, in order to develop the site as a
non-Urban Infrastructure Use.
Second, by the year 2004, the development outcomes of Bundang's CRC developments
became visible, and seeing how successful the project was for Bundang, anti-development
sentiments in Ilsan disappeared.13 2 With this change of public opinion, Yojin's project was now
fully supported by the citizens and the local government. The project only needed to wait for its
10-year land use binding regulation (under the RLDPL) to end. Unfortunately, despite the full
local support behind the project, the Gyeonggi province again refused to grant the necessary
changes in June 2006 (Donga Ilbo, July 3, 2006), and asked the city to commission a research
from an outside public institute on how to enhance the self-sustainability of Ilsan, before
reapplying (Koyang assembly record, September 5, 2006).
By the time the city obtained an outside research report, which suggested that Yojin
donate 49.2% of its site's land to the city, the National Planning Law 3 3 went through an
132 In fact, ten citizen associations and residents of Baek-sok dong signed an agreement with Yojin in
July 2005. The agreement stated that both parties would collaborate to facilitate the nullification of the
Urban Infrastructure Use. In return, Yojin promised to build public facilities benefiting the residents.
Yojin also agreed that it would build and donate a building to host IT start-up companies, similar to the
Kins Tower in Bundang (which will be introduced in the next section). Finally, the agreement said that
there should be discussions with the residents, in deciding the specifics of the development plan, before
Yojin submitted its project proposal to the city. Although the agreement was not legally binding, it
illustrated how the circumstance had changed to seeking cooperation rather than conflict surrounding the
case.
133 From 1962 to 2002, planning issues in cities and non-cities were regulated under separate laws: the
National Urban Planning Law regulated urban planning issues and the National Land Use Management
Law regulated the non-urban areas. In 2002, the National Urban Planning Law and the National Land Use
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extensive revision. As part of Korea's overall decentralization trend, the March 2008 revision
transferred the entire authority over the Urban Management Plan 3 4 (which included the power to
abolish Urban Infrastructure Use) to the mayors of cities with a population over 500,000
(Hangook Gyungje, March 26, 2008). 135 Meeting the qualification, the key necessary planning
authorities were now in the hands of its mayor, implying an imminent development for the site,
after more than 15 years of remaining vacant.136
The long-term vacancy of the site had negative outcomes: potential tax revenues were
lost, the nearby real estate values were slow to increase, and the image of Ilsan's gateway left
much to be desired. Nevertheless, the delays also led to a potential for positive outcomes, as
Yojin has revised its development proposals throughout the years. In the very beginning, Yojin
and the mayor had sought to maximize the development profit, but as the centralized
Management Law were combined to create the new "Planning and Use of National Land Law." For
simplicity, this chapter will use the term "Planning Law" to represent both laws of different times.
134 In 2000, Korea's Planning Law was revised to largely divide planning into two categories: a higher-
order Comprehensive Plan, which sets the long-term goals and strategies, and a lower-order Urban
Management Plan, which manages all the planning specifics.
135 A total of 10 cities were granted the new authority, including the cities of Koyang (Ilsan) and
Seongnam (Bundang). The Ministry of Construction making the law change is noted to have said that the
decentralization of authority to the cities would allow them to independently make planning changes and
development decisions that were appropriate to their own local conditions, and the delays in development
caused from waiting for provincial governments' approval would be eliminated (Hangook Gyungje,
March 26, 2008).
136At the time of the fieldwork in 2009, Yojin had yet to have submitted its development proposal to the
city. However, the Koyang assembly records indicate that in November 2009, Koyang's urban planning
committee and city council approved the revision of its Urban Management Plan to abolish Urban
Infrastructure Use and to allow CRC development on the site (Koyang assembly records, November 23,
2009; November 25, 2009). The new Yojin Town plan includes 5 CRC buildings with a maximum height
of 60 floors, including about 1,900 residential units, which was significantly reduced from the originally
planned 3,400 units. 13% of the site would be developed for business use, including office space for start-
up companies, and 32.7% would be donated to the public as open parks and a private high school.
Because 49.2% of the site was suggested for donation, the rest of the 16.5% land worth would be
calculated into a monetary value, and be donated to the city as built buildings (Chosun Ilbo, January 14,
2010; Koyang Shinmun, April 15, 2010; April 21, 2010).
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administrative and legal constraints stalled the development, Yojin was "disciplined" in a way. It
started to reduce the number of residential units it had first proposed, then offered to build a
school and donate parts of its land to the city, and also sought after more creative ways to make
attractive development. The current theme of "compact city" 3 7 has evolved a long way since its
first proposal to build blocks of apartment buildings or the Yojin Town of 10 CRC buildings.
The company now aims to build a self-sustaining project, where residential, business,
commercial, and educational needs can all be fulfilled within the "compact city." Yojin will
build and run a private school, 38 and will continue to manage its retail spaces by only renting
them out, becoming further responsible for the project. 139 It will also create a significant amount
of open public space, and donate a built building for the city's use within the "compact city." In
other words, Yojin made considerable compromises compared to its initial aim of quickly
building and selling residential units. The development delays have inadvertently resulted in the
effect of disciplining and pushing the private developer towards a more publicly preferred
development.
137 Although Yojin changed its project's name from the Yojin Town to the Y-City (Compact City
concept), the site remains the same 27.4-acre lot within the Ilsan new town, with the targeted population
even lowered for the new "city." In other words, the terminologies "town" and "city" were used only to
publicize Yoj in's development project and should not be confused as to the scales and the meanings of
the developments.
138 Yojin already has experience running a private high school (Hweegyung High School) in Seoul.
139 This is highly unlike other Korean developers, who do not get involved in the project management
after the completion of construction. Most developers' main goal is to sell (land or buildings) at good
prices as quickly as possible, instead of being much concerned about how the project is run afterwards.
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Figure 5.3.1: Yojin's plan of the latest "compact city"
Source: photo taken by the author, courtesy of the Yojin Company
National and local coalition - the case of Bundang
In order for the high-rise CRC development to take place in Bundang's Jungja district, a
number of changes in the site's Urban Design Guideline14 0 had to be made, such as the allowing
140 Urban Design Guideline (doshi-seulgye) was a comprehensive planning and design guideline for an
area, and was often implemented to large land developments. It assigned specific land uses and regulated
building heights, scales, uses, and designs. In other words, it aimed to fill in the gap between the broad
zoning maps and the specific individual building construction guidelines, and was considered to improve
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of the (previously prohibited) partial residential uses, the building height limit increase from the
original limit of 8-10 floors, the lot size adjustments, etc. 14 1 Before the National Construction
Law revision in February 1999, the governor had the authority to finalize the Urban Design
Guideline changes, but luckily for Bundang's case, the revised law transferred the final authority
to mayors, as part of the national deregulation policies to promote locally driven property
developments 142 (Donga Joogan, November 1, 2001). With the newly acquired authority to grant
the prerequisite planning adjustments for CRC development, the city had leverage to negotiate
with KOLAND (the major landowner of the site). It is interesting to note that the city denied
KOLAND's first request to allow CRCs in the Jungja district in October 1998 (when it did not
have the final authority over the Urban Design Guideline), but became an active promoter of the
development with KOLAND's second request in July 1999, following the national legal revision
in February. With the mayor having the administrative power to finalize the CRC development,
the case in Bundang proceeded swiftly.
Out of the total 135-acre Jungja district, 68.4 acres (50.3%) had its land use plans
changed to enable CRC developments, including the entire 25-acre regional shopping district
(Seongnam, 2000; UCR 2002). Among the 7 sub-districts, 143 the districts 1,4,5,6, and 7 were
partly modified (see Table 5.3.2), where their 23 commercial (B3) and 42 business (G1, G2, and
the urban design of its designated area. It was developed in 1983 under the National Construction Law,
and many areas were designated to be developed under the Urban Design Guideline, including the
Bundang and Ilsan new towns.
141 Therefore, technically, "rezoning" is a misnomer for the case, despite the fact that it is widely known
as such. The case was more accurately about "changing the Urban Design Guideline regulations."
142 In the case of Ilsan, because the site was under the Urban Infrastructure Use (which was not controlled
by the Urban Design Guideline) this legal transfer of authority did not have any influence in its
development.
143 See Map 5.2.2. The Jungja district is composed of 7 sub-districts and the regional shopping district.
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G3) lots were changed to a new type of business land use, G5. This new land use encouraged
CRC and business and cultural uses, while prohibiting apartments, recreational and
entertainment uses, and hotels. Within the G5, developers were allowed to combine up to 4 lots,
making the high-rise CRC development easier, despite the district's originally fragmented small-
sized lots. Further, G5's building-height limits were lifted to enable high-rises, and when
building the CRCs - an "encouraged use" - developers received an incentive of a 25% increase
in their FAR limit. In other words, the lots reassigned as G5 were more than ready for high-rise
CRC development, and seizing the opportunity, private developers quickly filled the Jungja
district with high-rise CRCs (see Table 5.3.3) (Lee et al., 2008).
Table 5.3.2: Land use plan changes of the Jungia District
Area Original land use (# of lots) Changed land use
Shopping district Conunercial (1) Allow CRC, school (2)
Jungja district 1 Commercial (14) Business (11) G5
Commercial (4) Business (6), public (1) No changes
Jungja district 4 Commercial (9) Business (10), public (1) G5
Commercial (9) Business (10), public (2) No changes
Jungja district 5 Business (1) G5
Business (8) School (2)
Business (2) No changes
Jungja district 6 Business (12) G5
Business (2) No changes
Jungja district 7 Business (8) G5
I Business (2), public center No changes
Source: Seongnam Bundang district Urban Design Guideline 1992; Seongnam Bundang District Unit Plan, 2008
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Table 5.3.3: CRC developments built in the Jungja district
Area Name of CRC Buildings Floors (#) Households Year
( ( completed
Shopping Bundang Parkview 13 35 1,829 2004
district
Jungja district 1 Hyundae I'park 8 34 1,071 2003
We've Pavilion 1 33 1,549 2005
We've the Zenith 2 30 157 2003
Sentez-vous Regency 3 17 86 2004
Dongyang Jungja Paragon 4 32 344 2004
II
Jungja district 4 Athena Luche 3 27 259 2004
Athena Palace 3 21-27 203 2003
The Star Park 4 36 378 2008
Jungja district 5 Michelan Chere Ville 4 38 805 2003
Jungja district 6 Doosan We've Tresium 9 33 656 2003
Jungja district 7 Athena Rex 3 20 212 2004
Kolon the Prau 1 33 164 2004
Source: Modifed m Lee et a5.,;zuu6 p. 63; Lee, 2)06
Figure 5.3.2: The high-rise CRCs in the Jungja district
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The high-rise CRCs were not the only outcome of the Jungja district's Urban Design
Guideline changes. Negotiating with KOLAND behind closed doors, the "local developmental
state" enforced some of the measures that would benefit the city, in return for making the
KOLAND-owned land lots highly profitable. First, as mentioned before, it obtained land for new
school developments in the Jungja district, although schools were not legally required for CRC
development. The city was also able to purchase two sites from KOLAND at an exceptionally
discounted price. One of the purchases in October 1999, was a large tract of land (48.6 acres)
designated as a recreational-park use, located at the north of the Jungja district, for which the city
paid only 50% of its appraised price. The other, more important, purchase was five commercial
lots (about 3.8 acres) located at the center of the Jungja district. The city purchased them at 70%
of their appraised prices."4
After its purchase of the five commercial lots in January 2000, the local Bundang
government selected a private developer, the SK Consortium (comprised of SK, POSCO
Development, and Cities & People), to build three high-rise towers on the site. The SK
Consortium (SKC) paid the majority of the development cost (84%), while the city contributed
12% as its provision of the land.' 45 Among the three high-rises, the SKC owned two: one (35-
story) was an officetel (providing SKC with profit), and the other (28 -story) was for commercial
and business uses. The third one, the Kins Tower, was divided among different owners. The
SKC owned from 1-6 floors, the city owned 7-22 floors, and the Province of Gyeonggi owned
23-27 floors. With the floors it owned, the city selected and attracted its preferred businesses and
firms, by providing them with office space at a very low rent. Intel and Siemens R&D centers
'"4At the time, 1 Pyong had an average price of 6-7 million Korean Won, but the city bought the land at
only 1.5 million/Pyong.
'' The rest (4%) was invested by the Province of Gyeonggi.
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were some of the key high-tech firms the city attracted, besides a number of high-tech start-up
companies. This can be interpreted as purposeful decision making by the city, which by allowing
the high-rise CRCs (a use diverging from the area's original plans of business and commercial
uses) was able to negotiate with KOLAND to find a new way to actively draw firms to the
district. Later, this maneuver became much envied by Ilsan, and Yojin also adopted the idea of
developing a building for IT companies and donating it to the city.
Figure 5.3.3: The SKC-built buildings in the Jungja district, including the Kins Tower (on
the right)
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In addition to the purposeful attraction of firms, the CRC developments inadvertently led
to further commercial and business activities in the Jungja district. 146 The upscale high-rise
CRCs and their upper middle-class residents have drawn famous restaurants and boutique shops
to the area, and nicknamed the "street of cafes," parts of the district came to be well known for
their European vibe. Even Seoul residents visited to dine in these chic restaurants and to shop. As
the district began to lure many visitors with its vibrant urban atmosphere and street life, high-
tech firms (requiring highly skilled labor) began to flock to the district for its desirable urban
amenities and environment. The area is ironically becoming the next center of the "IT Valley,"
filling in the rest of Jungja district's vacant commercial land lots with business activities - what
the original plan had initially hoped for. The area now hosts a number of major IT companies in
Korea (including the headquarters of one of the biggest Korean IT firm, NHN), all benefiting
from high-quality urban amenities and proximity to Seoul. As in Silicon Valley in the United
States, the young high-tech workers can often be observed around the restaurants and cafes
during lunch time with their IT devices, having small meetings, or simply socially networking
(Joongang Ilbo, June 13, 2005; Chosun Ilbo, April 27, 2010). The Jungja district thus appears to
be on its way to becoming endogenously created "innovative cluster."
To summarize, the national legal revision in 1999 gave the mayor the authority to finalize
planning changes for CRC development in Bundang, and the local state used it to negotiate and
collaborate with KOLAND, aligning the local and national interests at the time. With the city
granting changes to allow CRC development, KOLAND fulfilled the national state's agenda to
locally promote property development activities during the IMF crisis. It was also able to sell
146 On a more negative note, the CRCs have been criticized as accommodating and catering to the higher
income population, resulting in a social segregation. This criticism of the social divide is undeniable, as
the Jungja district is noticeably an upscale area.
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many of its lots at much higher prices than expected, earning a huge profit and improving its
cash flow, despite the severe national economic downturn. As for the city, by changing the
planning guidelines to take advantage of the national deregulation on CRC development, it could
bring rapid development to its problematic site at no government cost. In fact, it gained some of
the urban amenities (such as schools) and could bring the commercial and business activities to
the area by acquiring a few land lots from KOLAND as part of the negotiations - a significant
benefit, considering the local state's limited financial capacity. 147 There appears to be a "local
developmental state" at work, disciplining KOLAND to donate parts of its land, and the coalition
outcomes adding to the city's development and public interest, rather than stopping at filling
government officials' pockets. 148 The fact that the major landowner was KOLAND, a national
agent aware of the development practices with disciplinary measures, must have facilitated the
city becoming a "local developmental state," particularly when local states did not have much
147 Park (2000) also argued that for Korean local governments, with their limited financial and
administrative capacities, providing private firms with attractive incentives such as land and financial
assistance was difficult. Furthermore, he noted that the private firms in Korea located themselves
according to geographical conditions, rather than the few incentives a local government can muster.
148 Although the changing of the Urban Design Guideline of the Jungja district was a legitimate process
overall, there was corruption involved in the specifics of the CRC development in the previous regional
shopping center site. It was the largest site (25 acres) in the Jungja district, and had a low land price due
to its low FAR (365%) and other restrictions to be developed as a regional retail center. POSCO, a global -
scale company, had bought the site, but due to the IMF crisis and the question of the economic feasibility
of developing a large shopping center at the time, relinquished the land in December 1998. In May 1999,
KOLAND sold the site to a new, small company (HI) with assets of a mere $100,000. Its financial
capacity was not even close to the land price of $160 million. Only a year later, in May 2000, the Urban
Design Guideline was changed by the city, and HI reaped a huge profit by building a complex of CRCs
(i.e., a total of 13 CRC buildings). With a purchase list of the CRCs revealing that about 130 new high
level national politicians had received new units of the Parkview (CRC built on the site) through "special
sales," its corruption controversy swept the whole country. In the end, the mayor (who urged HI to hire a
specific construction company), the wife of the Governor of Gyeonggi (who received money from HI for
promising to help obtain its construction approval from the provincial government), the owner of Hi, and
a few others involved in the case were arrested. Referred to as the "Baekgoong Gate," it came to be
considered as one of the key corruption cases of Kim Dae Jung's government (Lee, 2006; UCR, 2002;
Ilyo Sisa, May 21, 2002; Donga flbo, October 17, 2001; Donga Joogan, November 1, 2001; Dong Ilbo,
October 25, 2002; Chosun ilbo, February 14, 2003).
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experience in leading development in Korea at the time. And under this "local developmental
state," the largest scale of CRC development took place in Bundang.
Role of time, space, and competing sovereignties
The two CRC development cases in this chapter illustrated how even in the
democratization and decentralizing context, the national state's influence was far from
disappearing in city building. There was the coexisting of the old developmental state ethos and
the new emerging local state empowerment in the property developments, and dependent on time
and location, the result of the combination differed: effective "local developmental state" in
Bundang and the limited local state in Ilsan.
Table 5.3.4 summarizes the multiple national legal revisions that took place and the
varying impact on the two CRC development cases. Despite Korea's decentralization movement,
the national (developmental) state has continued to decentralize and recentralize planning
powers, attempting to control the overall ebbs and flows of local property developments. For
instance, the 1999 Construction Law revision decentralized power to mayors to promote locally
driven development, whereas in July 2000, the national state recentralized (i.e., returned the
equivalent planning authority back to the governors), because the previous devolution of the
authority in the hands of mayors had been criticized for resulting in too much locally propelled
unorganized property developments (Hangook Kyongie, May 12, 2002). Between February 1999
and July 2000, the mayor had the authority to finalize planning changes in Bundang, providing
the timeframe for the city to act as "local developmental state." Then in 2008, the national state
decentralized again, even more extensively this time for large cities, giving the mayor the final
authority in Ilsan's case. In addition to power fluctuating among different levels of sovereignties,
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the 2003 revision of the RLDPL (under which many large-scale residential projects were
developed) indicated how the national state could also directly impose regulations on
development in the centralized legal system. Unlike the national developmental state, which had
the capacity to streamline the legal institutions for its specific development aims, local states had
to maneuver within the nationally controlled legal contexts, producing different patterns of
outcomes dependent on local conditions at the time.
Table 5.3.4: Summary of national legal revisions and the two CRC development cases
Site Ilsan -Baeksok district Bundang -Jungja district
Land use and zoning Urban Infrastructure Use Commercial and business uses
under Commercial Zone under Commercial Zone
Required planning changes Nullification of the Urban The specifics in Urban Design
Infrastructure Use and the Guideline
specifics in Urban Design
Guideline
National Construction Law No effect: Because of site's Mayor had the final authority
revision, February 1999 Urban Infrastructure Use, the over Urban Design Guideline.
(decentralization of city continued to require In May 2000, the mayor
authority) governor's approval. finalized planning changes for
CRC development.
National Planning Law and No effect: Governor No effect: Two months before
National Construction Law continued to have the final the authority was returned back
revisions, July 2000 authority to make necessary to the governor, the mayor had
(recentralization of changes.a endorsed the project.a
authority)
RLDPL revision, July 2003 Prevented further planning No effect: While other parts of
(recentralization of changes in Ilsan until the end the undeveloped Bundang New
authority) of 2005, 10 years after the Town would be impacted by
new town's development this revision, the Jungja district
completion. had been already developed.
National Planning Law Now the mayor has the final No effect: same as the above.
revision, March 2008 authority to make the
(decentralization of necessary planning changes
authority) for the CRC development
a): Under the revisions of the two laws, the Urban Design Guideline (under the Construction Law) and the similar
system of the Specific Planning Guideline (under the Planning Law) were combined to create a District Unit Plan
(igu-danwee-gyehwek) under the Planning Law (KPA, 2009). Therefore, after July 2000, both Bundang and Ilsan
new towns were regulated under a District Unit Plan, rather than the Urban Design Guideline.
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While the centralized legal institution indicated a far from complete decentralized context
for local property development, Bundang's CRC development case resembled a "local
developmental state" in city building. With the collaboration from KOLAND, it led development
in its problematic site, where nothing but a few officetels and love hotels had been built, contrary
to the overall development aims of the new town and the city. Because the local state could not
infringe on private property rights and lacked financial and administrative power to locate firms,
the only plausible way to "discipline" or guide the development of the area was through a
negotiation: the local state steered development towards a much more profitable (and more
pertinent) option of CRCs, and in return, demanded land donations, which could be used at the
city's own discretion. Hence, the "local developmental state" was facilitated by the fact that
Bundang, being considered as an extension of Kangnam, had high development potential and
market attractiveness. As the "Kangnamized Bundang" (Lee, 2006), its huge amount of vacant
commercial land must have seemed a phenomenal development opportunity even during the
national economic downturn, creating the synergy between the local state and the national state
that wanted to promote construction during the IMF crisis. This synergy provided room for
"disciplinary" negotiations between the local state and the developer, KOLAND, bringing rapid
development to the site.
In contrast, KOLAND, complying with the same national state's policy to stir up
development activities during the IMF crisis, sold the site quickly to a private firm in Ilsan,
which had a less flattering geographical location and linkages. In Ilsan's case, the local state
fully supported the private landowner to maximize its residential development profit potential
during the economic downturn, and significant negotiations only came much later with the
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prolonged difficulty in the development authorization from the provincial government, and the
site's development potential skyrocketing with Ilsan's overall growth over time.
5.4 Conclusion
Democracy and the widely spreading ideology of local autonomy brought different dynamics of
states and city building in Korea. The national state was no longer a direct agent of development
projects, although it was far from disappearing, and continued to deregulate and restrict
development through its control of the centralized legal system.
The two CRC development cases illustrate how in the national economic crisis of the late
1990s, the national state sought to promote property development to boost the economy, yet it
took a more indirect approach of making legal revisions, rather than leading the developments
itself. This corresponded well with the locally elected mayors, who were willing to take
advantage of the new residential development opportunity amid their rather limited financial and
administrative power for other development options. However, not every local state resembled
the "local developmental state," successfully implementing development. The new regulations
and development opportunities coexisted with the old planning regulations and centralized legal
institutions, and how well a local state could change its land use and guidelines to host a
development project depended on various local conditions (especially the market potential) that
produced different outcomes when the old and the new were combined. Therefore, in this newly
emerging pattern of city building, where the central government overall controls the ebbs and
flows of property development via its legal measures, and local states initiate and carry out the
development, one can expect successful "local developmental states" to emerge in bigger cities
with more financial and administrative power and market potential. This then helps to explain
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why the Seoul and Incheon metropolises, with administrative power equal to provincial
governments and more opportunities to create synergies with the national state with their
location, strong property market, and importance in the national economy, would be able to lead
more ambitious and grand development projects today.
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CONCLUSION
Seoul and its vicinity (referred to as the "capital region" in this dissertation) currently rank as the
second-largest metropolitan area in the world (next to Tokyo), with its 24.5 million population -
50% of the total national population. In addition to its impressive size, Seoul ranked the 10th in
the "global cities index" published by the American journal Foreign Policy (20 10).149 The city
also boasts pioneering urban investments (e.g., the media city and the Songdo ubiquitous city)
that combine advanced technology with property development. In short, Seoul - like the South
Korean nation as a whole - has come a long way since 1970, when it struggled with its inability
to accommodate the growth of migrants from rural areas, who largely settled in the city's
burgeoning slums and informal settlements.
This dissertation started with a research question of how Seoul came to host a
concentration of ambitious development projects, catching global attention, despite the country's
agricultural past and despite the state's goal of more balanced spatial organization. A short
answer to the question would be that the rapid development and modernization of Seoul is
attributable to Korea's successful EOI and its overall macroeconomic development trajectory. In
other words, Seoul grew to be a global city with innovative development projects, because the
country's "developmental state" brought the industrial foundation for Korea's economic status in
globalization today. Yet my dissertation has also shown that the state's urban policies mattered
to its economic success. And by making this argument, I have introduced the "urban
developmental state" into the picture, further suggesting that the city building and urban
development processes in Korea have both followed and produced the country's macroeconomic
149 Prepared in consultation with Saskia Sassen, the global cities index ranked cities that are the hubs of
global integration (in terms of global markets, culture, and innovation) and set the global agendas. New
York, London, Tokyo, Paris, Hong Kong, Chicago, Los Angeles, Singapore, and Sydney ranked the 1st to
the 9th before Seoul, and a total of 65 metropolises were ranked (Foreign Policy, 2010).
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development. In other words, Seoul did not suddenly become a global city only due to Korea's
EOI and economic boom (attracting global capital), although these may have been necessary
conditions. Its development has been a spatially-bounded process, produced through an
accumulation of the state's urban and economic developmental decisions and plans made over
the years.
Korea's urban developmental state, in fact, made numerous urban investment and
development decisions that preceded macroeconomic development. Rather than following a one-
way process of macroeconomic development, where industrial processes are seen as causing the
modernization and growth of cities, the Korean development experience has been a dynamic one,
where both macroeconomic and spatial development policies have mutually reinforced each
other. Therefore, to understand how and why Seoul became a leading metropolis, despite its
rather uninspiring past, this dissertation has re -examined Korea's modem economic development
history, emphasizing the state's integrated role as both an industrial and urban developmental
state.
The "urban developmental state"
One of the important patterns that emerged while studying Korea's urban developmental
state is the "advantages of backwardness," which indicated that, in a way, Seoul's growth as a
global city today was facilitated by the fact that it was very underdeveloped (in the poverty -
stricken rural-based Korea), even compared to the capital cities of other developing countries
during the 1960s. This idea of "advantages of backwardness" is not new, as Gerschenkron (1962)
first identified the advantages in the technological learning for late industrializers. Then Davis
(2004), building on this idea, explained how, paradoxically, Korea's national development being
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late, even later than Latin American countries, contributed to its more successful EOI. She
argued that Korea's backward conditions of being politically and economically based on the
rural middle class instead of urban classes brought its (industrial) developmental state and
successful rural-based EOL, whereas the large capital cities in Latin America and their politically
strong urban labor and industrial capitalists pushed their national state and development to ISI.
Bringing the urban developmental state into the study, I am arguing that in addition to national
development, the "advantages of backwardness" worked for Korea's urban development.
Because Seoul was so underdeveloped (in property, infrastructure, etc.) with very little
investment in the built environment, the city had been extremely incapable of accommodating
population and industrial growth during Korea's early industrialization in the 1960s, and this
helped not only to fuel the rural-based EOI, but also to set the stage for Seoul's relatively smooth
emergence as a global city.
For instance, having experienced how Seoul exploded with its push for the export-
oriented light industries in the late 1960s, the Korean state quickly began to restrict and constrain
the economic growth of Seoul, and tried to address the urban problems it had already
encountered within its boundary. Hence, as early as in the 1970s, new industries were deterred
from moving into Seoul, and simultaneously, the state developed industrial new towns in rural
areas to more efficiently host the heavy-chemical industries, as part of Korea's major
industrialization. In other words, Seoul escaped massive industrialization during the state-led
HCI, and paradoxically this had a number of positive implications for the city's future growth.
These processes unfolded in three stages, as discussed in the previous chapters. First,
limiting the industrial activities meant that when the state's priority was HCI, and the state
poured most of its financial resources into building industrial infrastructure, Seoul, without such
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industries, did not receive much investment in its physical development from the state in the
1970s, despite its prestige as a capital city. On the contrary, the national state enforced a number
of urban policies to restrict Seoul's growth and industrial activities, leading to relative
controlling of the number of blue-collar labor force and the poor migrating to the city looking for
such jobs. This in turn implied somewhat alleviating the immediate pressure for worker housing
development for industrial productivity, although by no means implying a lack of overall
housing urgency in the city. In short, Seoul's open fields were free from the heavy infrastructural
development for industrial production or its related uses, even though they were not to remain
vacant for long.
Second, in those open fields of Seoul, and under the conditions of relative population
control and lack of financial resources for the city's physical development projects during the
HCI, the state began to actively push to create the private sector-led urban property market. The
fact that the state-led HCI clustered the headquarters of private firms in Seoul, next to the
national state agencies, while dispersing factories in rural areas, led to the lopsidedly large
concentration and representation of white collar, urban middle-class people in Seoul. This spatial
division of labor helped to launch and foster its commercialized property market. The boom of
the private sector-led property market then rapidly expanded the city by replacing slums and
developing Seoul's open fields with its massive modern apartment complex developments with
basic urban infrastructure and residential amenities, starting in the late 1970s and throughout the
1980s. This property development became a new influential model of economic development
and growth for Seoul.
Third, because of Seoul's relative lack of industrialization to begin with,
deindustrialization took place quickly and painlessly. And with its already established
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concentration of chaebol headquarters (which became global players with Korea's successful
EOI), financial institutions, and vibrant property market, it readily became the control and
consumption center of Korea, and soon after, the gateway to globalization.
In particular, Seoul's prosperous property market, amid the city's predominance in size
and the economy by the 1990s, enormously supported the city's property developments.
Buttressed by its strong market potential, the state even began to use property developments to
stimulate the national economy when the industrial sector was slowing down its growth. Further,
the property developments were in many instances forward-looking and ambitious, as they were
the stages for the advancement and the progression of industries in Korea. This was because the
Korean state, which actively led and engaged in both industrial and urban development, had a
legacy of often tying its industrial goals and their promotion together with property
developments. For example, looking back, the modern apartment development (which required
materials such as cement and steel, and a multi-story building construction technology) was
pushed forward in part to develop the "advanced" (at the time) construction industry. Similarly,
in the early 2000s Korea started to develop a number of urban development projects that
employed extensive embedded network and computing technologies, and in the future it would
not be surprising to observe an increasing number of property developments that involve "green
technology."
When considering the close relationship of the Korean state's spatial and urban policies
in its development, it is puzzling why the existing development literatures have not emphasized
the role of "urban developmental state" earlier. Perhaps it was because economists were
interested in Korea's exceptionally successful macroeconomic policies, and urban scholars were
more concerned about urban "problems," such as informal settlements, neglect of the poor,
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property right infringement, and authoritarian urban planning and development processes.
However, when examining the Korean development experience in combination with its
macroeconomic and urban developments, there is evidence of urban "solutions" in its national
development. Recognizing this not only has important implications for Seoul's urban
development and the country's larger economic trajectories, but it also has relevance for
planning theory and practice.
Implications for planning theory and practice
The Korean experience, which emphasized the role of the state (the national state in
particular), contrasted with the prominent views of contemporary planning theory and practice
that underscored civil society and the market. In planning theory, the top-down approach of
rational decision-making by technocrats in planning has been criticized, first in the early 1970s
(Friedmann, 1973b), and challenging this state-centered model, the contemporary planning
theories increasingly called attention to more democratic and decentralized measures,
articulating the bottom-up approach that encompassed diverse voices and direct citizen
participation, during the 1980s and 1990s. For example, communicative planning 50 (Forester,
1989; Innes, 1998), collaborative planning' 5 ' (Healy, 1997), and the just city 5 2 (Fainstein, 1997;
Sandercock, 1998) all focused on participatory decision making rooted in civil society, despite
their differences in admitting the structural constraints for social and political inclusion
"0 Communicative planning puts emphasis on the process over the outcome, and considers planners'
main role to be in listening to people, mediating among them, and forming consensus.
151 Collaborative planning adds the importance of the object of the planning to the communicative model,
and describes the planning process where participants reach an agreement that embodies mutual interests.
Here, the interests are not fixed and can be discussed to bring out a collaborative outcome.
152 The just city model understands the structural limitations and thus focuses on the distributive and
socially beneficial outcomes, as well as the powerless group's participation in decision making.
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(Fainstein, 2000). Friedmann (2003, p. 8) described this overall change as a shift of planning
theory from "instrument of control" to "innovation and action," with strong advocacy of
community (and stakeholder) participation against the elitist tendencies in planning.
In addition to civil society, the market also became important. After the crisis of the
Fordist model, which questioned the legitimacy of a strong government in the late 1970s, many
countries faced market-oriented neoliberal restructuring. Under the umbrella of the neoliberal
economic logic of efficiency and entrepreneurship, the private sector and market principles
dominated in urban planning and governance. The ideas of new-public management and
entrepreneurial governance emerged, and advocated minimizing state bureaucracy and fostering
competitiveness through privatization and private-public partnerships in cities15 3 (Brenner and
Theodore, 2002; Osborne and Gaebler, 1992; De Angelis, 2005; Alterman and Kayden, 1988;
Sagalyn, 1997). Contrasted with the efficient market, the state's central role in planning was
again considered as something to be replaced with a better model.
Even when considering developing countries specifically, citizen participation and the
market were also prominently present in planning and development as the idea of "self-help." In
Chapter Three, I explained how the World Bank promoted the progressive housing development
model in Latin America, where the general idea was to provide squatters legal tenureship to
incentivize them to improve their housing gradually, and thus achieving development while
maintaining the community and the local fabric. In fact, besides in housing, the overall
development of developing countries appears mainly to envisage the notion that when placed in
153 Although the urban neoliberalism spread widely for its logic of efficiency, there were also criticisms
of the private-business interests directly influencing local development decisions, to the extent that the
narrative of capital undermines the public. Local governments and citizens increasingly have fewer
options in their policy-making, while private capital dominates under the justification (or necessity) of
having to compete in globalization (Dryzek, 1996; Peck, 1998). The "leaner and meaner" conditions of
urban policy making have attracted the terminology of "neoliberalized urban authoritarianism" (Brenner
and Theodore, 2002).
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the right institution (e.g., property rights), people and the market will run their course to
development (De Soto, 2000). Although getting the institution right is fundamental to the
developing countries' development, in the Korean case, the state's role went much beyond that.
To recapitulate, how the Korean developmental state orchestrated the private sector to
achieve successful EOI has been well studied. What has been lacking in the literature is how it
also had equally impressive roles in urban (and spatial) development and planning, which this
dissertation has focused on explaining. Rather than promoting citizen participation or relying on
the market, the Korean state directly led the planning and development, often disciplining and
leveraging the citizens and the private sector, bringing more economically successful outcomes
assisted by the creation of the following synergies.
For example, in its housing development, the Korean state actively intervened to create
both sides of the supply and demand for apartments (i.e., price ceiling regulation, advance sale
system, subscription account requirement, and designation system), and its interventions
interacted to create a huge synergy of developing an urban property market. There was also the
synergy created between the urban and the macroeconomic development, as the industrialization
and economic development increased the number of potential buyers of the modern apartments,
boosting their production in the city, and in turn, the apartment developments expanded the
construction industry.
This synergy between the macroeconomic and urban development in the state's planning
was also prevalent in its industrial new town developments during the HCI. The state-built
industrial new towns, targeting specific industries at strategic locations with appropriate
infrastructure, guided private firms in the export-oriented HCI to make the right location
decisions, and helped them to quickly locate their factories and start production along the
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southeastern coast. Without the state-built industrial new towns, the Korean private firms would
have had great difficulties in finding appropriate sites for their large factories, against Korea's
rural background lacking infrastructure. However, it was also the case that the industrial new
towns in the southeastern coastal regions could successfully develop to become Korea's major
industrial cities, only due to Korea's successful macroeconomic policies and EOI. If the state had
not actively promoted HCI, the industrial new towns would have remained vacant, doing little to
improve their region's economy, as the labor-intensive industries would not have relocated to
these remote rural regions. The industrial new towns were strong supporters of the export-
oriented HCI on one hand, and on the other hand, they were the beneficiaries of the state-led
HCI. Stated differently, the economic and spatial development strategies were reinforcing each
other, creating synergy.15 4
Lastly, there was the local-national synergy, as illustrated in the last two chapters on the
urban development projects. The suburban residential new towns were built by the state, as the
solution to the housing problems of Seoul as well as to the larger national political and economic
challenges. With the democratization and decentralization movements in Korea, rather than the
newfound emphasis on citizen participation and the market, the state focused on creating a
synergy between local and national aims. Hence, in the cases discussed in Chapter Five, the
creation of the "local developmental state," which could actively align its development and
planning goals with the national state's, successfully led to a large-scale development.
To summarize, this dissertation largely examined how the Korean state has constantly
built, checked, and recalibrated its spatial strategies and planning embedded in its
154 Korea also had some of the less successful experiences. For example, local provincial governments
built local industrial estates without the capacity or plan to promote industries in the late 1960s and had
disappointing results. Technopoles planned in provincial regions in the late 1980s also failed as the R&D
activities were being attracted to Seoul.
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macroeconomic conditions, in contrast to the planning theory and practice that tend to push the
state aside for more democratic or efficient models (committed to citizen participation or relying
on the market). Reemphasizing the state as the main actor and leader in planning seems to be
going against this trend, but the Korean case irrefutably shows the (national) state as being
central to its spatial and urban development, and to its urban and economic successes.
Further, the Korean state's holistic approach to planning and its creation of the synergies
(between the urban and macroeconomic development, supply and demand, and the local and
national) pose a challenge to today's increasing specialization of planning, in which state
agencies and practitioners intervene separately in the specialized sectors (transportation, urban
design, land use, regional development, environment planning, etc.). In fact, the Korean
experiences emphasize the importance of what one might call a comprehensive planning
strategy. Across various sectors, scales, and locations, the Korean developmental state was
comprehensively planning and creating synergies for its ultimate goal of national development.
While planners and policy makers tend to work separately in their own sectors and divisions and
on different scales, the stories told in this dissertation suggest that more interactive and
crosscutting comprehensive planning practices will produce positive results.
In short, the Korean experiences in a way challenge the prevailing views in urban
planning that de-emphasize the state and empower the local scale at the expense of the national.
Yet this should not be understood as a mandate for a state's dominating role over the citizens and
the market. Rather, it suggests that because planning always takes place in localities embedded in
wider contexts, the role of the state, which has more leverage to lead and develop comprehensive
strategies, could be valuable in bringing more effective and beneficial planning outcomes at all
levels.
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